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InterTAN’s Mission

InterTAN’s mission is to demonstrate
highly effective and convenient solutions
responsive to our customers’ rapidly
evolving needs for targeted technology and
entertainment products and services.

By fulfilling this commitment with integrity,

we will consistently enhance value to
our shareholders, provide long term
opportunity for our associates and ever
increasing market effectiveness for our
supplier partners.

Company Profile

InterTAN, Inc., headquartered in Barrie,
Ontario, is a consumer electronics retailer
with 963 company-operated retail stores
and dealer outlets in Canada. InterTAN’s
retail operations are conducted under the
names “RadioShack”,“Rogers AT&T The
Communications Store Express”, and
“Battery Plus”.

InterTAN offers a broad range of
international brand name and private label
consumer electronics products, including
telecommunication products and services,

direct-to-home satellite, personal electronics,

interactive video gaming, computers and
related accessories, batteries,

accessories and parts, communication
products, and audio/video gear. InterTAN
is committed to providing a highly
differentiated “Power Up” consumer
experience incorporating high quality
merchandise, convenient locations and
excellent service from friendly, well-
informed sales associates.

InterTAN’s common shares are traded on
the New York Stock Exchange under the
symbol “ITN” and the Toronto Stock
Exchange‘ under the symbol “ITA”.

' RadioShack and Rogers AT&T The Communications Store
Express trade names are licensed from RadioShack
Corporation and Rogers Wireless Inc., respectively.




WINNING through CONSISTENCY of EXCELLENCE

Financial History of Ongoing Operations

Following the sale of its Australian
subsidiary in fiscal year 2001 and the
integration of the former Corporate
Headquarters group during fiscal year 2002,
the Company’s business consists exclusively
of its remaining subsidiary, RadioShack
Canada and is referred to as the “ongoing
operations”. Results for fiscal year 2002
were affected by restructuring charges to
right-size the Company reflecting its single
focus on its Canadian operations and to
reorganize its merchandising and marketing
departments. As well, a write-off of costs
incurred in connection with the study of
various alternatives to enhance shareholder
value affected Fiscal 2002 earnings. Results
for fiscal 2002 were also affected by a non-
cash inventory adjustment to accelerate the
Company’s transition towards higher growth
digital era products. Furthermore, a non-
cash charge to reduce the carrying value of
certain claims was also recorded during
fiscal year 2002. Results for fiscal 2001
include the operating results of the former

Australian subsidiary up until April 30, 2001
and the gain on the sale of the Australian
subsidiary. Results for fiscal year 2001 were
also affected by special tax charges related
to the settlement of disputes with the
Canadian and United States tax authorities
and by the provision for income taxes on
the gain on the sale of the Australian
subsidiary.

The table below reflects the sales, operating
income, net income, net income per diluted
share and number of sales outlets for the
Company’s ongoing operations for fiscal
years 2002, 2001 and 2000, determined by
adjusting historical results to eliminate the
items described above. For further details
of these adjustments, see “Overview” in
Management’s Discussion and Analysis of
Financial Condition and Results of
Operation. The number of sales outlets

in all three years represents Canadian
outlets only.

Year ended June 30

Sales, as adjusted

Operating income, as adjusted

Net income, as adjusted

Net income per diluted common share, as adjusted

Number of outlets, as adjusted'

2002 | 2001 2000
393,809 382,353 $ 364,163
31,799 37330 $ 37,227
118,099 20979  $ 20,336

071 073 $ 067
963 | 888 864

"Includes company-operated stores, Rogers AT&T stores and dedlers, and in

fiscal year 2002, 42 Battery Plus stores




MESSAGE TO OUR SHAREHOLDERS

With the sale of the Company’s Australian
subsidiary late in Fiscal 2001, this past year
has been one of transition at InterTAN.The
Board felt that regardless of the historical
growth of the Australian unit that its
comparatively smaller market share relative
to the Canadian subsidiary made it an
appropriate divestiture and that shareholder
interests would be better served in
simplifying InterTAN. In doing so, we have
been able to channel management’s energy
on growing InterTAN'’s core Canadian
operation and simultaneously using the
proceeds of the sale and strong free cash
flow from operations to support the growth
of the Canadian business and repurchase a
considerable portion of the Company’s
common stock. During the past

29 months, the Company has repurchased
34% of its then outstanding common stock.

The transitions necessary to right-size the
Company’s operations to reflect its sole
Canadian focus as well as to make
appropriate personnel and assortment
changes to position the Company for
sustained growth have resulted in charges
to Fiscal 2002 earnings. These charges total
approximately $0.17 per diluted share for
the Fiscal year and just under half of the
charge was a non-cash item.While the
Company’s operating plans are aggressive,
the benefits of the share buybacks alone
are expected to be attractive during the
coming year.

The Board is confident that the transition
accomplished during Fiscal 2002 will serve
shareholders well in the years

to come.

In closing, | want to take this opportunity
to recognize John H. McDaniel’s years of
service to the Board and Shareholders of
InterTAN. John served on InterTAN’s Board
since its inception and retired from the
Board this past November. In February, he
passed away, leaving a lifelong legacy of
kindness and good judgment to all who

knew him.

Sincerely,

L4ty

Ron G. Stegall
Chairman of the Board

Board of Directors

Standing left to right: William C. Bousquette, W. Darcy McKeough,
James T. Nichols

Seated left to right: Brian E. Levy, Ron G. Stegall
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LETTER FROMTHE PRESIDENT

After a challenging and transitional Fiscal
year 2002, the InterTAN team approaches
the new Fiscal year with a simple, if
narrowly defined mission and total clarity
of purpose and objectives.

While we failed to extend our long-standing
string of operating income growth during
Fiscal 2002, which is unacceptable, there
were several milestones achieved during
the year. First, we introduced the most
far-reaching enhancements to store level
compensation in years, and along with it
supplemented our state-of-the-art
E-learning system with a group of Regional
Educators and additional District Sales
Managers.We believe that these investments
in our human talent along with
improvements to our employee benefit
plans will continue to enhance our ability to
attract and retain talented and motivated
people able to provide the exemplary
service that our customers have come to
expect from us.

In quantitative terms, we have continued to
grow our overall market share in Canada’s
consumer electronics industry, as well as
both overall and comparable store sales.
On an organic basis, during the year, we
grew a net of |5 additional RadioShack
stores, as well as | | additional stores in our
partnership with Rogers AT&T Wireless,
and 7 new RadioShack dealers in tertiary
markets in Canada. Overall sales in our
Canadian operation grew by 6.5% in
Canadian currency and by 3.7% on a
comparable basis. To the best of our

knowledge, InterTAN is the only major
consumer electronic chain in North
America to produce a consistent
comparable store sales improvement
throughout the past 18 months. Notably,
the Company posted its best ever
performance with core post-paid cellular
activations with units growing 29% over the
prior year. Sales of digital accessories and
computer software posted a 47% increase.
Perhaps the most compelling digital
accessory is digital cameras, which registered
a 64% increase in sales.Video game
hardware and software, launched during the
second financial quarter, contributed sales of
$ 10 million.We continued to post solid
increases in our core battery and traditional
accessory departments.

In late April, we acquired certain assets
including 42 retail locations, which trade as
Battery Plus, and will continue to position
those outlets to today’s consumers growing
appetite for communications, entertainment,
fun, and fuel for the digital age. These stores
offer us additional presence in key retail
centers including shopping malls, downtown
corridors and airports and offer the
consumer an alternative brand proposition.

We made major investments and advances
in InterTAN’s structure and support
operations during Fiscal 2002 spending a
total of $14.6 million on capital expansion.
Early in the year, our Information System
team installed a new mainframe platform.
Simultaneously, our Logistics team evaluated

alternative material handling systems in




order to provide the most advantageous
combination of capacity, reliability and
efficiency. As a result, we selected and have
just completed installation of an entirely
state-of-the-art new distribution system and
attendant software in our Barrie facility,
which services all of our store formats in a
seamless manner.

In the meantime, we continued to make
impressive strides in improving asset
utilization. Inventory utilization improved
markedly during the year, with average days
sales on hand ratcheting down from 151 in
Fiscal 2000 to 144 in Fiscal 2001,and 118
during Fiscal 2002.This improvement alone
generated over $5 million in cash.

Despite the unanticipated and tragic
distractions, which faced almost every
business during the past
year, we were able to ,
make significant strides in
reshaping InterTAN
to effectively move
forward. During the
fourth quarter of
Fiscal 2001, we
completed the sale of
the Company’s
Australian subsidiary,
in order to focus
undivided energy on
the Company’s core
business in Canada.
Accordingly, we
restructured the

Ean G. Daoust
Company’s corporate

. W=y
-

Operating Company Management of InterTAN Canada Ltd.

Men left to right: Michael P. Flink, John W. Adriaanse, Robert A. Kidder,
Jeffrey A. Losch, Brian E. Levy, James P. Maddox, [an J. Hutton,

Women left to right: Margo S. Weeks, Lyndsay M. Walter

functions early during the fiscal year to

eliminate significant costs including
essentially all Concord, Ontario based
corporate functions and integrate remaining
activities in the Company’s Barrie, Ontario
headquarters.

| relocated my office into the Barrie facility
and have focused my energy on identifying
processes and organizational improvements
that hold the greatest potential to sustain
revenue and profit growth moving forward.
As a result, we made significant changes
during the fourth Fiscal quarter to refine
execution and accountability for achieving
long-standing strategic concepts.

We consolidated marketing, merchandising

and supply chain functions under the

direction of Michael Flink, newly appointed

Executive Vice President

_ Marketing and

J Merchandising. | think

that Michael’s
experience both at

RadioShack as

well as other
retailers and as a
leading technology
consultant will
enable us to
implement the best
practices and
contemporary

thought in many
dimensions. Ve

have promoted

Ean Daoust to
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Senior Vice President Sales Channels, Yours truly,
InterTAN Canada.As a successful veteran

of our organization, Ean will lead our store

and dealer organization across all formats.

Jim Maddox, formerly Vice President, Finance

and Controller of RadioShack Canada,

became InterTAN'’s Vice President and Chief Brian E. Levy
Financial Officer.As you can see, the guiding President
principle in executive staffing is Chief Executive Officer

placing seasoned retailing
veterans in positions of
leadership.

In assessing our
opportunities we also
undertook several
research studies, involving
brand positioning and
demography, as well as
consumer interaction
with our products and
associates. The findings
reinforced the importance

of maintaining our long-
& 3 Officers of InterTAN, Inc.

standing focus on such concepts as — Left 10 right: Michael P. Flink, Brian E. Levy,
growing gross profit dollars and GMROI Jeffrey A Loseh, James P Maddox
through identifying and responding to
emerging areas of consumer demand; that is
to “Be there when the customers arrive”,
and deliver differentiation through an
interactive and “Powered-Up” store
environment. However, in the process, we
also gained valuable insight into facets of the
business requiring more intense focus on
execution within the supply chain and at
store level. | trust that you will find that the

next few pages will succinctly amplify on

that focus.
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Financial Highlights

(In thousands, in U.S. dollars, except percent, Year ended june 30
per share data, number of sales outlets and
number of employees) 2001 @ 2000 1999 ¢ 1998
Operating results: ;
Net sales ]$ 393,809 B CEWAT I $ 484,218 * $ 500,050 * $ 541,374 *
Gross profit percent 382 40.1 42,0 438 43.1
Operating income ‘ 24,660 41,417 44,005 3,014 2,360 °
Net income (loss) 13,568 23,527 25,120 (24,645) (12,773)
Basic net income (loss)
per average common share ' 0.54 0.84 0.85 (1.17) (0.70)
Diluted net income (loss) :
per average common share _ 0.53 0.82 0.82 (1.17) (0.70)

Financial position at year end:

Total assets 145,102 215,530 208,076 198,315 223,547
Net working capital L 64,597 128,562 104,462 96,966 103,701
Long-term debt " - - - - 38,706
Stockholders’ equity 88,446 . 144,309 118,776 110,760 85,990

Other information at year end:

Market capitalization 242,555 393,725 337,323 397,104 67,048
Number of sales outlets | 897 833 ¢ {,143 1,127 ¢ 1,517 ¢
Retail square feet ‘ '

(company-operated stores) 957 ° | 887 1,131 1,071 1,354
Number of employees 3,046 °. 2,840 3,435 3,155 4,105

' Fiscal year 2002 includes restructuring charges of $2,912,000, inventory provisions of $3,500,000, an adjustment to the
value of a claim of $217,000, and the write-off of costs aggregating $510,000 incurred in connection with the study of
various alternatives to enhance shareholder value. If these items had been excluded, operating income and net income
would be increased by $7,139,000 and $4,531,000, respectively.

*The Company’s subsidiaries in Australia and the United Kingdom were sold during fiscal years 2001 and 1999, respectively.
If sales in those subsidiaries were excluded from fiscal years 2001, 2000, 1999 and 1998, sales in those years would have
been $382,353,000, $364,163,000, $297,314,000 and $270,675,000, respectively, representing the sales of the Company’s
Canadian subsidiary.

? Fiscal year 2001 includes the sales and operating results of the Company’s former subsidiary in Australia for the first
10 months of the year as well as a gain on the disposal of this subsidiary of $4,101,000 and related income taxes of
$581,000. Eliminating the results of this subsidiary would reduce operating income and net income by $4,087,000 and
$3,248,000 respectively.

* Fiscal year 1999 includes the sales and operating results of the Company’s former subsidiary in the United Kingdom for the
first six months of the year as well as a loss on the disposal of this subsidiary of $35,088,000. Eliminating the results of this
subsidiary would increase operating income and reduce the net loss by $31,723,000 and $32,641,000, respectively.

* Fiscal year 1998 includes a provision for business restructuring in the United Kingdom of $12,712,000. In addition, related
inventory writedowns of $2,325,000 were charged directly to gross profit.

*The increase in the number of stores, retail square feet and number of employees in fiscal year 2002 is partially attributable
to the addition of 42 Battery Plus stores. In fiscal year 2001, the decline in the number of sales units is attributable to the
sale of the Company's former subsidiary in Australia. In fiscal year 1999, the decline in the number of sales outlets is due to
the disposal of the Company’s former subsidiary in the United Kingdom. In fiscal 1998, the decline was due primarily to the
closure of stores under a restructuring plan in the United Kingdom and the planned reduction in the number of low
volume dealers in all countries.

- ¥ | 6
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Corporate Goals - Fiscal 2003

Unique Merchandise Selection Fiscal 2002
(Canadian Operations — Percent of Sales)

Toys Other
Prepaid Airtime 2.3% 5.9%

2.8%

Computers
8.1%

Celluiar Parts, Accessories
12.4% & Software
\\\\\\\‘ /o 25.1%
Phones/Fax __£— =
& Answerers

Internet
.- Connections
0.2%

Audio/Video
11.7%

7.5%

Batteries
6.9%

Personal
Electronics
7.1%

Satellite
Video Gaming
4.5% 2.4%

Communications

We will AGGRESSIVELY SEEK to
achieve SUPERIOR SHAREHOLDER
VALUE and open rewarding career paths |
to our associates by pursuing this S|mplte
formula:

|« DEFINE AN INNOVATIVE

MERCHANDISE ASSORTMENT
that responds to evolving customer
needs in defined segments of the
consumer electronics marketplace and
relentlessly assure that we keep that
assortment in stock, while simultaneously
ENHANCING RETURN ON
INVESTED CAPITAL

* ASSIST OUR CUSTOMERS in
arriving at favorable buying decisions by
engaging them in FRIENDLY

CONVERSATION and

employing professional
_communication
techniques
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| I:}experlence with the |
.PRODUCT DEMO} ST?RA

‘WELL DIS “P
PROMOTI

'+ Building SYSTEMS and -
~developing economies
throughout the
Company that Ml
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—associates to DE
customer INTERAC




Financial Goals

Canadian Dollar |

Average Exchange Rate * Leverage capital investment, to yield
50,68 | 506792 profitable growth, combined with a

R commitment to pursue prudent share
$0.67

buybacks geared towards
OPTIMIZING LONG TERM
SHAREHOLDER RETURN

soco. MBS0t

$0.65
$0.64
$0.63
$0.62
$0.61

» COMPLY with Securities and Exchange
Commission regulations and
PROFESSIONAL ACCOUNTING
STANDARDS

Fiscal

Comparable Operating Income

40,000 - $37.227 $37.330

T

> o 53179
30,000 B R
25,000
20,000
15,000
10,000
5,000

0

Thousands (U.S. dollars)

1999

Fiscal

Excludes the following:

Operating results and the loss on disposal of former United Kingdom subsidiary
in 1999. Operating results and gains and losses on the sale of former Australia
subsidiary in 2001. Restructuring charges, inventory adjustment, non-recurring
professional fees and a charge to reduce the carrying value of certain claims in
fiscal 2002.

10
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* Manage future growth through..EFFECTI’VE "
COST CONTROL and CONSERVATIVE
WORKING CAPITAL DEPLOYMENT

STRATEGY to keep our markets WELL
INFORMED

| » INSTILL A DEFINING SENSE OF
ENTREPRENEURSHIP throughout the
§ entire organization ;

* Pursue an OPEN INVESTOR RELATIONS

SG&A Expenses
(Canadian Operations
and Corporate Office)

29.0%
28.8%
28.6%
28.4%

118,000 [ o s116.958] 304%
4 30.2%
’E ||6,000 - 30.0%
= 29.8%| S
< | 114,000 f | B
% 29.6% =
2 (112,000 - 294%| &
73
2 29.2%| &
s | 110,000 &
=
=
=
2

108,000

106,000

The fiscal 2000 amount excludes unusual corporate
expenses of $535,000.

Earnings Per Share

Comparable Diluted
Earnings Per Share
5067 a3 $07)
$0.40
$0.20
$0.00

Fiscal

Excludes the following:

Operating results and the loss on disposal of former
United Kingdom subsidiary in 1999. Operating results and
gains and losses on the sale of former Australia subsidiary
in 2001. Restructuring charges, inventory adjustment,
non-recurring professional fees and a charge to reduce

the carrying value of certain claims in fiscal 2002.
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Thousands (U.S. dollars)

Merchandising and Marketing Goals

Days Sales In Inventory
(Canadian Operations)

180.0
170.0
160.0 -
150.0
140.0
130.0
120.0
110.0

T

T T T

172.2

151.0

100.0

1998 | 1999 | 2000

Fiscal

Canadian Advertising Dollars

25,000

1

20,000 518420
15,000
10,000

5,000

5,622

1999 |

g
o
2
Percent of Sales (Canadian dollars)

2000 | 2001

DTotal Advertising Spend

Fiscal
D Vendor Support %NetAdvertising Expense

. CREATE anfz innovative and relevant ;

MERCHANDISE ASSORTMENT

* MAXIMIZE SALES channel availability

while minimizing distribution center
inventory levels thereby MAXIMIZING
VELOCITY

CONVEY strong appeal to our core
customers and ATTRACT new targeted
customer segments by marketing to
certain TARGETED POPULATION
CLUSTERS

DEVELOP and IMPLEMENT a
compelling and well disciplined
PROMOTIONAL PLAN

PROPEL RadioShack into
the future as the
CONVENIENT .
CHOICE of consumables
and services of the
DIGITAL
REVOLUTION
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Sales Channels Goals

“powered-up” displ.
ENTHUSIAST

our Dealer channel in

+ LAUNCH Digital Revolutio
- Canada store design centered :

Percent of Sales (Canadian dollars)

Sales Per Retail Square Foot
(Canadian Operations)

$625 - $623
$620 |
$615 |

$6|0r
$605 -

$600

$595

2000 | 2001 | 2002

Fiscal
Retail square footage used in calculation is
approximate and excludes storage and other
non-customer used spaces.
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Information Systems Goals

-

[NFY i
[ - '-éﬁ ,;J
D7/ /
Saof/
i Non-Selling Employees
] (Canadian Operations
i and Corporate Office)

430 41,200
gl 4201 1,000! &
2| 410 <
=
£l 400 800 4
L New’
; 390 i 600 é
| 380 | 400 g
Z| 370 | 2

= - =

360 | 1200

350

Fiscal
B Non-Selling Employees (at fiscal year-end)

%} Sales per Non-Selling Employees

* ENCOURAGE EMPLOYEES to share
knowledge in order to IMPROVE ,
EFFICIENCIES and PRODUCTIVITY

* LEVERAGE company DATA through
the creation of an INTRANET
PORTAL

* IMPROVE internal telecommunications
system to INSPIRE TEAMWORK and

ENTHUSIASM throughout the
organization

| . SHORTEN CUSTOMER

TRANSACTION PROCESSING
TIME by putting web-enabled with point
of sale functions

* Develop MERCHANDISING
PLANNING SYSTEMS focused on
COST EFFECTIVE decision support

and forecasting tools as well as facilitate
VENDOR COLLABORATION

* Develop MANAGEMENT TOOLS that
SIMPLIFY decision making and
REINFORCE ACCOUNTABILITIES

e -

smag ProicE
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Support Operations Goals

« DECREASE COSTS in all areas of support
operations including economies afforded by the
new distribution center system,
ENHANCEMENTS to the “Answers”
customer support center, and inbound/outbound

} transportation

* ENHANCE ERGONOMICS while
REDUCING COST per transaction in the
distribution center thereby PROVIDING
SIMULTANEOUS BENEFITS to our

kB shareholders and employees

* INCREASE SERVICE to all of our sales Q
channels through ACCURATE
FULFILLMENT, thereby channeling
associate energies on the customer

* GROWV service centers with new
sources of revenue and additional
POINTS OF VALUE for our customers

« MAXIMIZE FLEXIBILITY and
8 FREQUENCY of shipments to ensure that
8 sales channels are OPTIMALLY STOCKED

I
|
!
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Territory

Northwest
Territories

Nunavut

# British
% Columbia
f 61 @RadioShack
d 42 @Dealer
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59 Dealer
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%

-
Planned fiscal 2003
sales outlet additions

20 @RadioShack

30 @Dealer
17 Qrocers Shana

by

90% of the Canadian
population lives
within 6 miles of an

Newfoundland InterTAN store

& Labyader
6 @ RadioShack |

113 ®) RadioShack
1t §rocers San
58 @ Dealer

Neva Seotia
20 () RadioShack
I @ ROGERS %m

15 @Dealer

Montreal

14 @) RadioShack
15 Dealer

New York /
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Management’s Discussion and Analysis of

Financial Condition and Results of Operations (“MD&A”)

Imtreductory Note Regarding Forward-looking Information

Certain statements contained in MD&A for InterTAN, Inc. (the
“Company” or “InterTAN ") including statements regarding the
impact on sales of the merchandising changes.contemplated for the
Company's stores, the impact on future sales of new products and
services and enhancements to existing products and services, the
company s ability to profitably expand the video gaming business,
the restoration of unit sales of satellite systems and PC's to more
traditional growth levels, the Company s ability to increase income
by increasing gross profit dollars and leveraging on expenses, the
adequacy of the indemnity obtained from the purchaser of the
Company's former subsidiary in the United Kingdom, the results
of a law suit in Australia with the purchaser of that business and
possible payments under indemnities provided to the purchaser of
InterTAN Australia Ltd., changes in the gross margin percentage
arising from the continuing shift in the sales mix towards

lower margin digital products and the sell through of clearance
merchandise which commenced during fiscal year 2002, the
Company s ability to maintain and grow after the sale
compensation, the level of future depreciation and interest income
and expense, the outcome of various tax issues in Canada, the
United States and Australia, including estimates of future tax
payments, forecasted capital expenditures for fiscal year 2003,
estimates of cash required to fund the repurchase of common stock,
the level of borrowing required under the Company s bank line

The preparation of financial statements in conformity with generally
accepted accounting principles in the United States requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, related revenues and
expenses, and disclosure of gain and loss contingencies at the date
of the financial statements. The estimates and assumptions made
require judgment on the part of management and are based on the
Company’s historical experience and various other factors that are
believed to be reasonable in the circumstances. Management
continually evatuates the information that forms the basis of its
estimates and assumptions as the business of the Company and
the business environment generally changes. The use of estimates
is pervasive throughout the Company’s financial statements,

The following are the accounting policies and estimates which
management believes to be most important to the business of

the Company.

Revenue recognition

Revenue is recognized when merchandise is delivered to customers
or, in the case of service revenue, when the service has been
performed. For the Company, net sales and operating revenues
include items related to normal business operations, including the
sale of goods to customers, service contract revenue, cellular and
satellite activation income, residual income and sales-based volume
rebates. Retail sales are recorded at the time of the sale to the
customer. Service contract revenue relates to the sale of extended
warranty plans. Revenue from such plans, net of direct selling
expenses, is recognized ratably over the life of the contract,
generally three years. Cellular and satellite activation income is
commission revenue received from carriers for obtaining new
customers. Activation income is recognized when a customer’s

during fiscal 2003, the Company s ability to meet its liquidity
needs and its ability to renew or replace its line of credit on a
timely basis constitute forward-looking statements that involve
risks and uncertainties. Important factors that could cause actual
results to differ materially from those indicated in the forward-
looking statements include, but are not limited to international
political and economic conditions, including possible terrorist
activities and the war on terrorism, interest and foreign exchange
rate fluctuations, actions of United States and foreign taxing
authorities, including computations of balances owing, changes
in consumer demand and preferences, consumer confidence,
competitive products and pricing, availability of products, the
Company'’s ability to attract and maintain strategic alliances,
inventory risks due to shifts in market conditions, dependence on
manufacturers’ product development, the regulatory and trade
environment, the value of the Company s common stock and

the general condition of the stock market, real estate market
Sfluctuations and other risks indicated in InterTAN s previously
Siled periodic reports with the Securities and Exchange
Commission. These risks and uncertainties are beyond the ability
of the Company to control, and in many cases the Company
cannot predict the risks and uncertainties that could cause its
actual results to differ materially from those indicated by the
Jorward-looking statements.

| Critical Accounting Policies and Estimates

product is activated onto a particular carrier’s network in one

of the Company’s stores. An appropriate provision for contract
cancellations is also recorded, based on the Company’s historical
cancellation experience. Residual income is participation income
received from cellular and satellite carriers, based on the customer’s
continued use of the carrier’s network. Residual income is
recognized monthly, based on the contractual percentage of each
customer’s monthly bill. Sales-based volume rebates are additional
commission revenue from cellular and satellite carriers. Such rebates
are recognized as income when prescribed activation level thresholds
are achieved, either on a quarterly or on an annual basis.

Accounts receivable

The Company’s accounts receivable includes amounts due from its
strategic vendor partners, commercial customers and its dealers.
The carrying value of each account is carefully monitored with

a view to assessing the likelihood of collection. An allowance for
doubtful accounts is provided for an estimate of losses that could
result from customers defaulting on their obligation to the Company.
In assessing the amount of reserve required, a number of factors are
considered including the age of the account, the credit worthiness
of the customer, payment terms, the customer’s historical payment
history and general economic conditions. Because the amount of
the reserve is an estimate, the actual amount collected could differ
from the carrying value of the debt.

Inventory

Inventory is the Company’s largest asset class, comprising over 50%
of the Company’s total assets. The Company’s inventory consists
primarily of finished goods held for retail sale. Inventories are
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valued at the lower of cost, based on the average cost method,

or market value. Purchase-based volume rebates are credited to
inventory or cost of products sold, as appropriate. The Company
assesses the market value of its inventory on a regular basis by
reviewing, on an item-by-item basis, the realizable value of its
inventory, net of anticipated selling costs. If it is management’s
judgment that the selling price of an item must be lowered below
its cost in order for it to be sold, then the carrying value of the
related inventory is written down to realizable value. A number

of factors would be taken into consideration in assessing realizable
value including the quantity on hand, historical sales, technological
advances, the existence of a replacement product, and consumer
demand and preferences. Depending on market conditions, the actual
amount received on sale could differ from management’s estimate.

Accrued expenses

The Company is constantly required to make estimates of future
payments that will be made which relate to the current accounting
period. These estimates range from things such as accrued but
unpaid wages and bonuses to estimates of insurance, warranty
and pending litigation claims. In establishing appropriate accruals,
management must make judgments regarding the amount of the

disbursement that will ultimately be incurred. In making

such assessments, management uses historical experience as
well as any other special circumstances surrounding a particular
item. The actual amount paid could differ from management’s
estimate.

Income taxes

The Company is liable for income taxes in many jurisdictions
including the United States, Canada, including its provinces and,
previously, Australia and the United Kingdom. In making an estimate
of its income tax liability the Company must first make an
assessment of which items of income and expense are taxable in

a particular jurisdiction. This process involves a determination of
the amount of taxes currently payable as well as the assessment

of the effect of temporary timing differences resulting from
different treatment of items for accounting and tax purposes.

These differences in the timing of the recognition of income or

the deductibility of expenses result in deferred income tax balances
that are recorded as assets or liabilities as the case may be on the
Company’s balance sheet. If different judgments had been used, the
Company’s income tax liability could have been different from the
amount recorded.

Results of Operations

The Company is engaged in the sale of consumer electronics
products primarily through company-operated retail stores and
dealer outlets in Canada. The Company’s retail operations are
conducted through its wholly owned subsidiary, InterTAN Canada
Ltd., which operates in Canada under the trade name “RadioShack”.
The Company previously also had retaif and dealer outlets in both
Australia and the United Kingdom. These operations were
conducted through two wholly owned subsidiaries, InterTAN
Australia Ltd. and InterTAN UK. Limited, ecach of which operated
under the “Tandy” name. The United Kingdom subsidiary was sold
in January 1999. The Australian subsidiary was sold effective April
2001. See “Gain (Loss) on disposal of subsidiary companies.” The
“RadioShack” and “Tandy” trade names are used under license from
RadioShack Corporation (“RadioShack U.S.A.”). In addition, the
Company has entered into an agreement in Canada with Rogers
Wireless Inc. (“Rogers”) to operate telecommunications stores
(“Rogers AT&T stores™) on its behalf, At June 30, 2002, 66 Rogers
AT&T stores were in operation. In April 2002, the Company
acquired the business and selected assets of Battery Plus, a retailer
of batteries and other specialty consumer electronics products. At
June 30, 2002, 42 Battery Plus stores were in operation.

All references to “Canada” or “RadioShack Canada”, “Australia”
or “Tandy Australia” or “Corporate Headquarters” refer to the
Company's reportable segments, unless otherwise noted. The
RadioShack Canada segment includes the results of the Rogers
AT&T stores described above.

Stock Split

On November 30, 1999, the Company’s Board of Directors
announced a three-for-two stock split of InterTAN’s common stock
for stockholders of record at the close of business on December 16,
1999, payable on January 13, 2000. All references made to the
number of shares of common stock issued or outstanding, per share
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prices and basic and diluted net income per common share amounts
in the consolidated financial statements and the accompanying notes
and MD&A have been adjusted to reflect the split on a retroactive
basis. Previously awarded stock options, restrictive stock awards and
certain other agreements payable in the Company’s common stock
have also been adjusted or amended to reflect the split, on a
retroactive basis.

Overview

There were a number of special factors and charges in fiscal years
2002 and 2001 that significantly impacted the Company’s results

of operations and affected the comparability of the reported results
with other periods. During fiscal year 2002, the Company recorded
restructuring charges of $2,912,000 in connection with the
consolidation and integration of its Corporate Office with that of its
Canadian subsidiary and the reorganization of its merchandising
and marketing departments. In conjunction with this restructuring,
the Company also expensed costs aggregating $510,000 incurred

in connection with the study of various alternatives to enhance
shareholder value. The fiscal year 2002 results also include

an inventory charge of $3,500,000 designed to expedite the
acceleration of the Company’s transition towards a more streamlined
merchandise strategy focused on higher growth products and an
adjustment to the carrying value of certain claims related to one

of its divested businesses. As previously discussed, effective

April 30, 2001, the Company sold its subsidiary in Australia and
recorded a gain on disposal of $4,101,000. In addition, the
Company settled substantially all of its remaining tax issues with
the Canadian and United States tax authorities and recorded a charge
of $700,000 in conjunction with such settlement. See “Restructuring
Charges”, “Gain (loss) on Disposal of Subsidiary Companies” and
“Income Taxes.”
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disposal of InterTAN Australia Ltd. and the special tax charges
relating to the disputes settled with the Canadian and U.S. tax
authorities in fiscal year 2001; and, the restructuring charges, non-
recurring professional fees, inventory charge and claim adjustment
recorded in fiscal year 2002,

The tables below reflect the Company’s sales, gross profit dollars,
gross margin percentage, operating income, net income and

net income per share for fiscal years 2002, 2001 and 2000,
adjusted to eliminate the following: sales and results of InterTAN
Australia Ltd. for fiscal years 2001 and 2000; the gain on the

Year ended June 30

(US. dollars in thousands, except per share data) 2002 2001 2000
Net sales and operating revenues as reported $ 393,809 $ 468,756 $ 484218
Adjustments

Sales of former Australian subsidiary - (86,403) (120,055)
Net sales and operating revenues as adjusted $ 393,809 $ 382353 $ 364,163
Gross profit 150,428 $ 187,803 $ 203219
Adjustments

Gross profit of Australian subsidiary - (34,069) (50,586)

Inventory adjustments 3,500 - -
Gross profit as adjusted $ 153,928 $ 153,734 $ 152,633
Gross margin percentage 38.2% 40.1% 42.0%
Adjusted gross margin percentage 39.1% 40.2% 41.9%
Operating income $ 24,660 $ 41417 $ 44005
Adjustments

(Gain) loss on disposal of subsidiary companies 2107 4.101) -

{Income) loss of Australian subsidiary - 14 (6,778)

Inventory adjustment 3,500 - -

Non-recurring professional fees 510 - -

Restructuring charges 2,912 - -
Operating income as adjusted $ 30,799 $ 37,330 $ 37227
Net income as reported $ 13,568 $ 23527 $ 25120
Adjustments

(Gain) loss on disposal of subsidiary companies 217 (4,101) -

(Income) loss of Australian subsidiary - 272 (4,784)

Inventory adjustment 3,500 - -

Non-recurring professional fees 510 - -

Restructuring charges 2,912 - -

Income taxes (2,608) 1,281 -
Net income as adjusted $ 18,099 $ 20979 $ 20,336
Basic net income per average common share

as reported 3 0.54 $ 0.84 $ 0.85
Diluted net income per average common share

as reported $ 0.53 $ 0.82 $ 0.82
Basic net income per average common share as adjusted $ 0.72 $ 0.75 $ 0.69
Diluted net income per average common share as adjusted $ 0.71 $ 0.73 3 0.67
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Segment Reporting Disclosures

The Company’s business was traditionally managed along fiscal year 2002, the Company now has only one business segment
geographic lines, with its Corporate Headquarters also treated as a referred to herein as “Canada”, the “Canadian subsidiary” or
separate business unit. All references to “Canada”, “Australia” and “RadioShack Canada.” Transactions between operating segments
“Corporate Headquarters” refer to the Company’s reportable were not common and were not material to the segment information.
segments, unless otherwise noted. Following the disposal of the

Company’s former subsidiary in Australia during the fourth quarter Summarized in the table below are the net sales and operating

of fiscal year 2001, the Company undertook a restructuring program revenues, operating income (loss), and assets for the Company’s

to streamline its operations and integrate its former Corporate reportable segments for the fiscal years ended June 30, 2002, 2001,

Headquarters with its Canadian subsidiary. Accordingly, effective in and 2000:

Year ended June 30

(U.S. dollars in thousands) 2002 2001 2000
Net sales and operating revenues:

Canada $ 393,809 $ 382,353 $ 364,163

Australia - 86,4033 120,055

$ 393,809 $ 468,756 $ 484218

Operating income (loss):

Canada $ 24,660 "2 $ 41,503 $ 42526

Australia - 4,087 6,778

Corporate Headquarters - (4,173) (5.299)
Operating income 24,660 41,417 44,005
Foreign currency transaction gains {losses) 41 (353) (209)
Interest income [,444 1,737 2,418
Interest expense (403) (873) (587)
Income before income taxes $ 25,742 $ 41928 $ 45,627
Assets:

Canada $ 145,102 $ 163,016 $ 155071

Australia - -3 50,245

Corporate Headquarters - 52,514 2,760

$ 145,102 $ 215,530 $ 208,076

! During fiscal year 2002, the Company's former Corporate Headquarters unit was integrated with its Canadion subsidiary.

2 Includes restructuring charges of $2,912,000, an inventory charge of $3,500,000, an adjustment to the carrying value of certain claims of $217,000 and the write-off of
$510,000 in costs associated with the Company’s strategic review process. For a discussion of comparable operating income see "Overview."

3The Company sold its Australion subsidiary as of April 30, 2001 and recognized a gain of $4,101,000. Accordingly, the Company’s 200! operating results in Australia reflect
only ten months of operation and the gain on sale.

4The effects of a weaker Canadian dollar yielded an unfavourable comparison of operating income, measured in US dollars, in Canada for fiscal year 2001 with the prior year.
Measured in Canadian dollars, operating income in Canada increased by 50 basis points.
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Sales Qutlets

The geographic distribution of the Company’s sales outlets is
summarized in the following table:

Year ended June 30
(U.S. dollars in thousands) 2002 2001 2000
Canada
Company-operated 530 2 473! 463'
Dealer 367 360 350
897 833 813
Australia
Company-operated - - 220
Dealer - - 1o
- - 330
Total
Company-operated 530 473 683
Dealer 367 360 460
897 833 1,143

!'In addition, the Company operated 66, 55 and 51 Rogers AT&T stores during fiscal
years 2002, 2001 and 2000, respectively.

27he fiscal year 2002 total includes 42 Battery Plus stores.

3 The Company’s Australian subsidiary was sold effective April 200

The dealers included in the preceding table are independent retail
businesses which operate under their own trade names but are
permitted, under dealer agreements, to purchase any of the products
sold by InterTAN company stores. The dealer agreements contain a
license permitting the dealer to designate the consumer electronics
department of the dealer’s business as a “RadioShack Dealer” or

a “Tandy Dealer”, as applicable. Sales to dealers accounted for
approximately 13%, 12% and 11% of sales during fiscal year 2002,
2001 and 2000, respectively. The Company intends to continue to
explore opportunities to expand its dealer base in Canada to produce
profitable sales from communities too small to support company-
operated stores.

The Company has entered into an agreement in Canada with Rogers
to operate Rogers AT&T telecommunications stores on its behalf.
At June 30, 2002, 66 stores were in operation. Under the terms of
this agreement, Rogers leases the stores and is responsible for fixed
costs, including rent and realty taxes. The Company recognizes
revenue from the sale of product from these locations and also
receives an activation commission from Rogers. The level of
commission received is usually lower than for identical product
sold from the Company’s own stores. This agreement runs

through December 2006. Since the Rogers AT&T stores are not
company-owned, they are not included in the above table.

InterTAN’s business is seasonal; sales peak in the November —
December holiday selling season. The Company’s cash flow
requirements are also seasonal since inventories build prior to the
holiday selling season. Significant inventory growth typically begins
to build in late summer and peaks in November.

23

Profit and loss accounts, including sales, are translated from local
currency values into U.S. dollars at the monthly average exchange
rates. The impact of fluctuations of local country currencies against
the U.S. dollar can be significant. During fiscal year 2001, both the
Canadian and Australian dollars were weaker on average against the
U.S. dollar than they were in fiscal year 2000. As a result, the same
local currency amounts translate into fewer U.S. dollars as compared
with the prior year. For example, if local currency sales in Canada in
fiscal year 2002 were equal to those in fiscal year 2001, the fiscal
year 2002 income statement would reflect a 3.3% decrease in sales
when reported in U.S. dollars.

The following table outlines the percentage change in the weighted
average exchange rates of the currencies of Canada and Australia
relative to the U.S. dollar as compared to the prior year.

Year ended June 30

(percentage change) 2002 2001 2000
Canada (3.3) (3.0) 2.9
Australia - (13.7)' 0.2

IRepresents the weighted average exchange rate for the first ten months of fiscal
year 2001 compared to the same period in the prior year.

Goods and Services Tax — Australia

Effective July 1, 2000, Australia moved from a wholesale-based
sales tax system to a goods and services tax or GST — a system
much like a European value added tax.

Under the former wholesale-based sales tax system, the tax was
included in the retailer’s cost. The rates ranged from nil percent to
22%, depending on the class of the goods. The retailer recovered this
tax by factoring it into the selling prices. It is important to note that
the wholesale tax was a tax on the retailer not the consumer.
However, the consumer ultimately paid through a higher retail price.

This wholesale-based tax was replaced by the GST effective July 1,
2000. Under the GST, instead of the retailer paying a tax on cost, the
consumer now pays a tax at the point of sale on the selling price on
the goods. The rate is 10% and, with one or two exceptions, applies
to all goods and services. For the retailer, this means a reduction in
cost of all goods sold, since it no longer pays the sales tax. However,
it also means lower revenues, as the government has mandated that
this tax saving must be passed on to the consumer, i.e., the retailer
cannot increase gross profit dollars as a result of the change.

Management estimates that had the GST been in place during the
first ten months of fiscal year 2000, its sales and cost of products
sold would have been approximately $8 million lower than the
amounts actually reported. Although gross profit dollars would have
remained the same, the sales comparison with the prior year, the
gross margin percentage, the selling, general and administrative
percentage and the operating margin percentage would have all been
affected. Management has adjusted the actual percentages used for
comparative purposes to what they would have been had there been
no wholesale tax in the prior year periods. These adjusted amounts
will be used in making comparisons with the current fiscal quarter
results, as management believes this to be the most meaningful basis
of comparison.
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Net Sales and Operating Revenues

When the sales of the Company’s Australian subsidiary are removed
from last year’s sales, the Canadian subsidiary showed a sales
increase, in U.S. dollars of $11,456,000, or 3.0%. The effects of

a weaker Canadian dollar adversely affected this comparison.
Measured in local currency, sales in the Company’s Canadian
subsidiary increased by 6.5%, with comparable store sales increasing
by 3.7%. The difference between the total sales gain and comparable
store sales growth is explained primarily by new stores. At June 30,
2002, excluding the Battery Plus stores which were acquired late in
the year, the Company operated about 5% more RadioShack and
Rogers AT&T stores than at the same time last year. An increase in
after the sale compensation, including residuals and sales-based
volume rebates, which are not credited to individual stores was also
a factor. Sales in the dealer division increased by 1.3%.

The following table illustrates the total percentage sales increase
(decrease) by segment area as measured in U.S. dollars and local
currencies.

U.S. dollars

Year ended June 30
(percentage change) 2002 2001 2000
Canada 3.0 5.0 225
Australia - 21.7)' 13.7

Local Currencies

Year ended June 30
2002 2001 2000
Canada 6.8 83 19.0
Australia - 9.3) 13.5

}Results for the Australia segment for fiscal year 2001 only include sales for the first
ten months of the year. When fiscal year 2000 sales are adjusted to exclude May
and fune, 2000, fiscal year 2001 sales increases of 2.4% and 8.4% in US. dollars
and in local currency, respectively, result.

The following table illustrates the percentage change in comparative
company-operated store sales, measured in local currencies’,

Year ended June 30
(percentage change) 2002 2001 2000
Canada 3.7 6.9 15.4
Australia - 9.6* 1.5
Consolidated 3.7 7.52 14.4

I" Derived from the accumulation of each store’s monthly sales in focal currency for
those months in which it was open both in the current and preceding year.

2 Includes results for Australia only for the first ten months of the year.

During fiscal year 2002, consumers continued to demonstrate a
preference towards a more digital-focused product base. This was
most evident in the computer accessory and software categories,
where sales increased by almost 50%. This strong performance
reflects the emphasis placed on those categories by management
through both promotion and a significant expansion in the product
range. Importantly, included in the computer accessory category
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are video cameras which posted a sales gain of 111% for the year.
Following a successful test, a broader assortment of cameras was
rolled out to a greater number of stores. The Company is currently
refitting its stores to a model, which more prominently displays these
and other higher growth, primarily digital, products. The roll out of
this new model will be complete in time for the holiday selling
season. The Company’s decision to introduce Playstation video
gaming products into its stores was well accepted by consumers.
From a zero base in fiscal year 2001, these products accounted for
over 2% of the Company’s revenue in fiscal year 2002. Management
will continue to pursue opportunities to expand the video gaming
business, provided it is satisfied with the incremental gross profit
dollar potential of each respective line. In the cellular category, sales
of handsets were up 15%. However, due to continuing lower retail
prices as a result of technological advances and competition among
manufacturers, the increase in cellular revenue was lower, showing
high single-digit growth. Revenue from after the sale compensation
and extended warranty plans also made a strong contribution to the
revenue line, posting increases of 27% and 19%, respectively.

Sales of computer hardware and monitors declined by 23% during
fiscal year 2002. Earlier in the year, demand for older generation
machines declined, as consumers delayed major purchases in
anticipation of the introduction of Windows XP and machines

with Pentium 4 technology. The effects of this drop in demand

were further increased by the fact that early offerings of Pentium 4
machines were priced well above consumers’ comfort level. During
the critical holiday selling season, while demand for Pentium 4
computers was strong, the supply of 1.5GHz Pentium 4 chips was
tight. This situation was compounded by a low allocation by certain
manufacturers to the Canadian marketplace. The end result was that
very few of the Company’s stores had a consistent lineup over the
holiday period. The sales comparison with the prior year was also
adversely affected by the conclusion of a government sponsored
program to subsidize the purchase of computers by families in the
province of Quebec. This program produced a sales performance

in the computer hardware category last year that proved impossible
to match. While the performance of the computer category was
disappointing, it was reflective of a soft market in Canada generally
for PC’s. Management believes that the Canadian consumer’s
demand for high speed internet access combined with the benefits of
Windows XP to various applications, including digital photography,
will continue to drive moderate demand for Pentium 4 computers
and such products will continue to be featured significantly in the
Company’s product assortment. The sales performance in the satellite
category was adversely affected by the activities of gray and black
marketers, offering systems featuring U.S. based programming at
prices well below market levels. While the Supreme Court of
Canada has since ruled the activities of these gray and black
marketers to be illegal, the market has not recovered as rapidly as
the Company originally anticipated. While the gray marketers are
maintaining a lower profile from a marketing point of view, many
of them are still in business, as enforcement action has been slow in
escalation following the Supreme Court ruling, While the Company
expects incremental satellite business as the gray marketers are
gradually forced out of the marketplace and owners of gray market
systems convert when countermeasures disrupt their signals, this
transition could take some time. For the year, unit sales of satellite
systems increased by 14% over the prior year, considerably less than
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the rate of growth experienced in the prior year. However pricing
action by the carriers and promotional activity by the Company
resulted in a 9% drop in satellite revenues for the year. Sales of more
traditional analog products, in general, yielded disappointing results.
Sales of analog personal electronics, landline telephones and toys
showed declines. In some cases, the effects of unit sales growth
were offset by falling retail prices, which put pressure on overall
sales growth. Management will evaluate this information to migrate
not only the Company’s product assortment but also its overall store
plan to better present the products in demand by consumers.

Consolidated sales for fiscal year 2001 in U.S. dollars were
$468,756,000 compared to $484,218,000 during fiscal year 2000.
However, comparisons with the prior year were complicated by three
significant factors:

° The fiscal year 2001 year’s sales include results for Australia for
ten months;

° Weaker currencies in both countries, particularly in Australia; and,

 The fiscal year 2000 sales in Australia included the former
wholesale sales tax. See “Goods and Services Tax — Australia”.

When the effects of all three factors are eliminated, consolidated
sales for fiscal year 2001, measured at the same exchange rates,
increased by 8.4% over fiscal year 2000, with comparable store sales
increasing by 7.5%.

Sales growth in Canada during fiscal year 2001 was broadly based,
with double-digit gains occurring in almost one-half of the
Company’s major product categories. Sales of Family Radio Service
(“FRS”) products grew significantly, with an increase in the
traditional communications category of over 40%. The broader and
deeper assortment of computer accessories introduced in fiscal year
2000 continued to pay dividends in fiscal year 2001, with a sales
increase of over 30%. The final roll out of the Company’s Panasonic
store-in-store fixture was completed during fiscal year 2001,
contributing to a sales gain in the audio/video category of over 17%.
" Unit sales of direct-to-home satellite increased by over 20%. Sales
of cellular handsets grew by about 13%. While sales of CPUs
increased by over 20%, much of this increased activity was of a
promotional, clearance nature, at the expense of gross margins.

In Australia, sales growth during fiscal year 2001 was focused

on a more narrow range of product categories. Sales of computer
accessories increased by over 30% reflecting a much broader
product assortment. However, sales of CPUs and monitors declined
by 2%, as the PC market was weak in Australia for a significant
part of the fiscal year. The significantly weakened Australian dollar
made many of the newer innovative machines with accessories
such as CD-RW a very high-ticket item and unaffordable to many
customers. In addition, the roll out of high-speed Internet access
has been very slow in Australia. Accordingly, the demand for faster
replacement machines, which high-speed Internet access has created
in other markets, was virtually non-existent in Australia, despite
managements multiple attempts to encourage infrastructure
providers. The addition of two new carriers to the Company’s
cellular line-up, together with increased focus by our sales
management and associates, contributed to significant growth in
that category in both prepaid and contracted phones. Importantly,
unit sales of contracted phones, which bring in a stream of residual
income, increased by over 40%. Sales of audio/video products
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increased by 14% in response to a product offering with a more
branded focus. Sales declines were experienced in many of the
Company’s traditionally strong categories, including personal
electronics, parts and accessories, batteries, regular telephones, and
toys. A variety of factors may have contributed to this disappointing
sales performance including, among others, an overall weak retail
economy, the effects of the introduction on a new warehouse and
distribution system and uncertainty and morale problems attendant
with the sale of this subsidiary and the necessary involvement of
local management in the sale process.

Sales growth in Canada during fiscal year 2000 was broadly based,
with gains being achieved in most major core categories. Sales of
direct-to-home satellite systems increased by over 100%, as the
Company became a destination of choice for consumers who wish
to buy this popular product. Wireless products continue to be
popular with consumers and the Company increased revenues in this
category by over 30%. The audio/video category also performed
well with a sales increase of over 20%, reflecting in part the rollout
of the proven store-in-store Panasonic fixture to 200 company-
operated stores. Sales of computer accessories and software
increased by over 45% as the Company offered a broader and deeper
assortment of these products. Although introduced in the Canadian
market too late in the year to have a meaningful impact on sales in
the communications category, sales of the newly approved FRS
products were very strong in May and June.

Fiscal year 2000 sales growth in Australia was more narrowly
focused, with gains concentrated in a few key categories. Fiscal year
2000 saw the roll out of a new strategy for personal computers, with
a wider range of models available in more of the Company’s stores.
This strategy was successful in producing a sales gain in that
category of over 100%. Sales of CPUs and monitors were also used
to drive the sale of computer accessories, which grew by over 40%.
Fiscal year 2000 was a difficult year for cellular in Australia. As the
analog system was eliminated at the end of calendar year 1999,
many of the late adopters to digital were infrequent users who opted
to purchase the cheaper and less profitable prepaid models.
Competition intensified in the distribution channel, putting pressure
on both pricing and margins.

Gross Profit

Gross profit dollars for fiscal year 2002 were $37,375,000 lower
than during fiscal year 2001. This reduction is more than explained
by the sale of the Company’s Australian subsidiary and a charge of
$3,500,000 to write down inventory in the Canadian subsidiary to
net realizable value. The following summarizes the components of
the change in gross profit from the prior year:

Change in
(U.S. doflars in thousands) Gross Profit
Increase in sales $ 9,625
Reduction in the gross margin percentage (4,412)
Foreign currency rate effects (5,019)
Inventory adjustment (see discussion below) (3,500)
(3,306)
Effect of sale of Australian subsidiary (34,069)
$ (37.375)
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During the latter part of fiscal year 2002, the Company carried out
an in depth review of its merchandising strategy in light of changing
consumer preferences, consumer perceptions of the Company’s
stores and product positioning. As a consequence of that study,
management took the decision to refocus the Company’s product
assortment to expedite the acceleration of the Company’s transition
to a more streamlined merchandising strategy focused on higher
growth products, to improve product adjacencies and to create an
innovative category management strategy, while maintaining a
strong focus on its core electronic, wireless and accessories business.
In order to facilitate this transition, the Company has re-evaluated
its merchandise offering, and commenced an aggressive strategy

to eliminate products incongruent with its new assortment. As

a consequence of this decision, the Company recorded a charge

of $3,500,000 to write down the affected inventory to net

realizable value.

The following table illustrates gross profit as a percentage of sales,
by segment:

Year ended June 30
(as a percentage of sales) 2002 2001 2000
Canada 38.2' 40.2 419
Australia - 3942 45.8°
Consolidated - 38.2' 40.12 428

! Includes the inventory adjustment of $3,500,000 described above.

2 Represents the gross margin percentage in Australia for the first ten months of fiscal
year 2001.

3 Gross margins for fiscal year 2000 have been adjusted to exclude the effects of the
former wholesale sales tax in Australia.

The reduction in the gross margin percentage in Canada during fiscal
year 2002 was 200 basis points. Of this amount, 90 basis points are
explained by the effects of the inventory charge described above.
The sell through of the affected inventory had a further impact on
the gross margin percentage as it yielded nominal gross profit
dollars. Liquidation of the remaining inventory during fiscal year
2003 will have a small affect on the gross margin percentage next
year. The remainder of the decline in the gross margin percentage
was primarily as a result of sales growth in high tech, primarily
digital product categories. During fiscal year 2002, the Company
offered a significantly enhanced range of digital products, as
consumers’ preferences shifted towards these products relative to
more traditional analog technologies. While many of these products
carry less than the Company’s traditional margins, management
believes that the strategic shift in product preferences will continue
and management will continue to position the Company for
profitable sales growth in response to these changes in demand.
Sales declines during the year in more conventional landline
telephones, personal electronics and toys also put pressure on
margins. Management anticipates that the continued shift in the
product sales mix towards these products could have an impact on
the comparable gross margin percentage during fiscal year 2003 of
up to 100 basis points. The pressure on margins generated by these
shifts in product demand was partially offset by the Company’s
continued strong performance in subscriber-based services and
attendant increases in after the sale compensation in the form of
residuals and, in particular, sales-based volume rebates. For the year,
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after the sale compensation, which has no associated product cost,
was approximately $8,500,000, about 2% of total revenue. On a
comparable basis, this represented an increase of 27% over the
prior year.

It has been, and will continue to be, management’s policy to pursue
opportunities for profitable sales growth, i.e., growth which will
yield increases in gross profit dollars that exceed incremental selling,
general and administrative expenses. As previously indicated,
management believes that a modest reduction in the comparable
gross margin percentage may continue into fiscal year 2003 as
customers continue to demand the latest in digital technology. The
future sales performance in the computer hardware and satellite
categories will also have an impact on the gross margin percentage.
The stronger these categories perform, the greater management
expects gross profit dollars to grow, with attendant pressure on gross
margin percentages. However, management believes the incremental
gross profit dollars generated by such sales would exceed direct
selling expenses, thereby increasing operating income. Digital
products typically offer lower percentage margins, but are
nevertheless profitable products. In addition, while these products

initially carry below company average margins, many offer

opportunities to generate after-sale compensation in the form of
residuals, and sale-based bonuses. As previously indicated, during
fiscal year 2002, after-sale compensation streams generated
approximately $8,500,000 in revenue, about 2% of total revenue,
and improved the gross margin percentage by 140 basis points.
Management believes these future revenue streams will partially
mitigate the margin decline. In addition, many of these products
present opportunities to sell related, and more profitable, parts
and accessories.

The reduction in the gross margin percentage in Canada during
fiscal year 2001 was split between the effects of a sales mix which
continued to shift towards newly introduced, primarily digital,
products which carry margins less than the Company’s average,

and clearance activity, primarily in the computer category, as the
Company made room for newer, faster models. Promotional activity
to reduce higher than expected post-holiday season inventory placed
pressure on margins in the second half of the year. Management took
a number of initiatives during the year to reduce the pressure on the
gross margin percentage. One of these was the heavier promotion
and expansion of the Company’s traditional and highly profitable
range of accessories. The Company introduced a new store-specific
micro-assortment replenishment program during fiscal year 2001,
The goal of this program is to get the right inventory, in the right
stores, in appropriate quantities, to capitalize on sales opportunities
within each given market, thus contributing to reduced obsolescence
and inventory shrink.

In Australia during fiscal year 2001, the effects of the shift in the
sales mix towards lower margin, primarily branded and digital
products was greater than in Canada because this change in
merchandising strategy was in an earlier stage in the rollout process
than in Canada. Another factor contributing to the gross margin
decline in Australia during fiscal year 2001 was a change in the
wireless offering. While the new pricing structure with the carriers
preserved gross profit dollars, it did reduce the gross margin
percentage significantly. Other contributing factors to the margin
decline in Australia included the following:
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> An advertising plan during the holiday selling season, which
focused on television and emphasized lower margin percentage,
higher margin dollar wireless and computer products. Advertising
funds were diverted from print media, which can portray the
Company'’s assortment of higher margin products and accessories
more effectively;

° The bundling of accessories with wireless handsets to meet the
competitive environment;

° More aggressive price positioning on selected products;

° Soft sales in many traditional higher margin products including
parts and accessories, batteries, toys and communications
products; and,

> A weak Australian dollar, which forced up costs on imported
goods. A soft consumer market and the post GST pricing
regulations made it difficult to pass many of these increases
to the customer.

In Canada and Australia, the gross margin percentages in fiscal year
2000 all came under pressure as management pursued a planned
strategy of transforming the Company from a niche retailer of
primarily private label end products and, parts and accessories into a
dynamic retailer of state of the art, high tech and primarily branded

Selling, General and Administrative Expenses

products. This strategy impacted the gross margin percentage in
four ways:

 @ross profit dollars rose significantly during each period,

* Management embarked on a strategy specifically designed to
place the pursuit of incremental gross profit dollars and
improvements in operating margin as paramount in importance.
Accordingly, the Company developed and implemented strategic
alliances with key national and international brands;

o Margins within product categories declined as nationally branded
product replaced higher margin private label goods; and,

o Overall margins declined as sales of certain popular products,
including computers, wireless and, in Canada, home satellite,
increased at a rate disproportionate to the overall increase in sales.
These products generally carry margins that are below the
Company’s average.

The impact of the third of these factors was particularly noticeable
in Australia during fiscal year 2000, as the percentage of computers
and related accessories in the overall sales mix increased by

almost 50%. A shift in the wireless business in Australia away
from more profitable contract plans to prepaid airtime models was
also a factor.

The following table provides a breakdown of selling, general and administrative expense (“SG&A”) by major category:

SG&A Expenses by Category

2002 2001 2000
(US. doflars in thousands, except percents) Dollars % of Sales Dollars % of Sales Dollars % of Sales
Canadian and corporate
expenses
Payroll $ 50,954 12.9' $ 49488 129" $ 48,684 134"
Advertising 13,010 3.3 13,764 36! 14,553 40'
Rent 18,538 4.7 17,430 46" 16,001 44!
Taxes (other than
income taxes) 8,736 2.2 7912 2.1 8,142 22!
Telephone and utilities 3,518 0.9 3,328 09' 3,241 09'
Other 22,202 5.7' 19,963 52 20,067 55'
116,958 29.7! 111,885 293" 110,688 304"
Australian expenses - - 32,383 375° 42,648 35.5%
Consolidated expenses »
$ 116,958 29.7¢ $ 144,268 308" $ 153,336 31.7%

. Percentages are of Canadian sales.
2 Percentages are of Australian sales.

3 Percentages for fiscal year 2000 have been adjusted to remove the effects of the former wholesale sales tax in Australia.

4 Percentages are of consolidated sales.

As previously indicated, following the sale of the Australian
subsidiary during the fourth quarter of fiscal year 2001, the
Company streamlined its remaining operations and integrated its
former Corporate Headquarters with those of its Canadian
subsidiary. See “Overview” and “Segment Reporting Disclosures.”
In connection with this reorganization, the Company recorded

restructuring charges of $2,912,000 during fiscal year 2002. To
make comparisons of fiscal year 2002 results with those of fiscal
year 2001 more meaningful, in the following discussion, the selling,
general and administrative expenses of the Company’s former
Corporate Headquarters for the prior year periods have been
aggregated with those of RadioShack Canada.
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During fiscal year 2002, comparable SG&A expenses increased by advertising following the holiday selling season and to use tactical
$5,073,000. Measured in local currency, this represented an increase print media as needed.
0, 1 3 - =
pf 78%. The follow.mg by breakdom of the same-exchange-rate During fiscal year 2000, SG&A expenses declined by $21,632,000.
increase (decrease) in SG&A expense in Canada and Corporate . .7, . ,
Headquarters over the same quarter in the prior year: This reduction is more than explained by the sale of the Company’s
' former United Kingdom subsidiary, which had the effect of reducing

SG&A expenses by $35,873,000. In U.S. dollars, SG&A expenses
in Canada, Australia and Corporate Headquarters increased by

Percentage increase (decrease)

Payroll 6.2 $14,241,000. Measured at the same exchange rates, SG&A expenses
Advertising (38) in these three segments increased by 8.2%. This compares to
Rent . 108 increases of 17.6% and 11.1% in sales and gross profit dollars,
Taxes (other than. income taxes) 13.9 respectively. Payroll increased in both Canada and Australia in
Telephone and utlities 2.1 support of higher sales and included increases in commissions,
Other 4.5 bonuses and other performance-based compensation. These
Total increase 7.8 increases were partially offset by a reduction in compensation costs
at Corporate Headquarters, where expenses in the prior year included
Payroll in stores increased both as a result of higher sales and due to costs related to management transition and the relocation of that
an enhancement in the pay plan for store personnel. The Company office to Canada. Rent also increased partially as a result of a net
believes this new plan will continue to deliver long-term benefits, increase in the store count and in part as a result of routine rent
including improved morale and retention of key personnel. Personnel reviews. Advertising exposures increased as the Company increased
turnover was reduced significantly during fiscal year 2002. Payroll its media presence, both in terms of flyers and newspaper inserts,
in central units also increased as management was strengthened and and television.
key resources were added, in particular in support of the inventory -
and supply chain management functions. The effect of these payroll Depreciation and Amortization
increases was substantially mitigated by the benefits of the Depreciation and amortization expense decreased during fiscal
restructuring and consolidation of the Corporate Office in the first year 2002 by $683,000. This reduction is more than explained by
quarter of fiscal year 2002. The reduction in advertising expense the disposal of the Australian subsidiary. Comparable depreciation
was primarily attributable to an increase in co-operative advertising expense increased by $563,000, or 11.0%. Capital spending in
support from vendors. Rent increased as a result of an increase of Canada during fiscal 2002 was primarily related to the new
57 new company-operated stores, including 42 Battery Plus stores warehouse and distribution center (which will not become
added during the fourth quarter, as well as scheduled rent increases. operational until fiscal year 2003), new stores and remodelling and
Taxes (other than income taxes) primarily represents business taxes relocating existing stores, and on information systems. Management
on the Company’s head office and distribution center and its retail anticipates an increase in depreciation expense during fiscal year
locations. This expense category would increase with the store count 2003 as the new warehouse and distribution center becomes

as well as increases in local property tax rates. Other SG&A expenses  gperational and depreciation commences.
in fiscal year 2002 included the write-off costs aggregating $510,000 ‘
incurred in connection with the study of various alternatives to
enhance shareholder value. An increase in insurance costs also
contributed to an increase in other SG&A expenses.

Depreciation and amortization expense increased during fiscal year
2001 by $354,000. This increase resulted from an increase in capital
spending, primarily in Canada, which was partially offset by the
effects of the sale of the Australian subsidiary. Capital spending in

During fiscal year 2001, foreign currency effects and the effects Canada was primarily on new stores and remodelling and relocating
of the sale of the Australian subsidiary more than offset the increase existing stores, and on information systems. Depreciation and

in SG&A expenditures, measured at the same exchange rates. amortization decreased in fiscal year 2000 by $375,000. This
Consequently, SG&A expenses declined during the year by reduction is more than explained by the sale of the former United
$9,068,000. However, when these two factors are eliminated, SG&A Kingdom subsidiary. Depreciation expense in Canada and Australia
expenses, measured at the same exchange rates, increased by 4.5%. increased reflecting additional investment in stores, including
Payroll increased in both Canada and Australia in support of higher remodeling and fixture enhancements.

sales. Payroll also increased in Australia to strengthen the

management group and also as a result of a charge of $556,000 Gain (]L@§§) on Dﬁspgsaﬂ of Subsﬁqﬂﬁary C@mpamﬂe§

following the acceleration of the stock options held by senior
employees on the sale of that subsidiary. These increases were
partially offset by reductions at Corporate Headquarters, including a
reduction in the accrual for executive bonuses. In addition there was
no expense related to performance-based restricted stock awards as

During the fourth quarter of fiscal year 2001, the Company sold its
former subsidiary in Australia and recorded a gain of $4,101,000.
The consolidated statements of operations and cash flows for the
fiscal years ended June 30, 2001 and 2000 include the results of the

the Company did not meet its operating target. Rent increased in Australian subsidiary.

both Canada and Australia as a result of both an increase in the The gain on disposal reported in the fiscal year 2001 was based on
number of stores and regular increases on lease renewals. Net management’s calculation of certain adjustments to be paid following
advertising expense declined in both countries due to an increase completion of the sale. The purchaser has advised the Company that
in vendor advertising support. A further reduction in advertising it disagrees with management’s calculation of those adjustments and
spending arose in Canada, as a decision was made to cut electronic has commenced legal action in support of its claim. Management

28




Management's Discussion and Analysis of

Financial Condition and Results of Operations (“MD&A’)

believes that its calculation of the adjustments is appropriate and
that there are strong arguments against the position adopted by the
purchaser. The Company is in the process of vigorously defending its
position. Should the purchaser prevail in this dispute, the Company
would have an additional liability of approximately $2,000,000.

Under the terms of the sale agreement, during the nine-month period
following the sale, which period ended January 31, 2002, the

' Company indemnified the purchaser against any inaccuracies in the

\ financial statements of the former Australian subsidiary as of the
date of sale. Except as noted above, no claims were made under this
indemnity within the prescribed time period. Layered on top of this
indemnity is a two-year indemnity covering tax matters only and
expires April 30, 2003. This indemnity has a limit of A$4,000,000

{' (approximately $2,000,000). To date, no claims have been made
under this tax indemnity. In addition, the Company indemnified
the purchaser against termination costs with respect to certain
employees. One claim has been received under this indemnity
for an amount of approximately $60,000. The time for making
additional claims under this indemnity has now expired.

United States federal tax and Australian withholding tax on the

sale were approximately $600,000. Management believes there are
authoritative arguments in support of the position that this transaction
is exempt from Australian capital gains tax by virtue of the tax

treaty between the United States and Australia, and, accordingly,

no Australian tax was recorded with respect to the sale. However,
there can be no assurance that the Australian tax authorities will not
challenge this position. If Australian tax were to apply to the gain on
sale, the Company would have an additional liability of approximately
$7,000,000, which the Company would vigorously dispute.

During the fourth quarter of fiscal year 2002, the Company re-
evaluated the collectability of certain claims relating to one of its
divested operations and recorded a non-cash charge of $217,000.

Restructuring Charges

During the first quarter of fiscal year 2002, the Company recorded
a restructuring charge of $2,703,000, representing the cost of
restructuring the Company’s Board of Directors and streamlining
the Company’s Corporate Office and integrating it with InterTAN’s
operating subsidiary, InterTAN Canada Ltd.

During the fourth quarter of fiscal year 2002, the Company
announced a further restructuring of its merchandising and
marketing groups to streamline the decision making process and to
optimise responsiveness. In connection with this restructuring, the
Company recorded a charge of $209,000 during the fourth quarter.

The following is a summary of activity within the restructuring
reserve during fiscal year 2002:

Balance
Provision June 30
Recorded Paid 2002

Balance
june 30
(US. dollars in thousands) 2001

Professional fees and

related expenses $ - $ 7 $ 7 $ -
Retirement, severance
and other
compensation costs - 2,790 1,023 1,767
Other charges - L5 115 -
$ - $2912 $1,145  $1,767

In conjunction with the first quarter restructuring, the company also
wrote-off costs aggregating $510,000 incurred in connection with the
study of various alternatives to enhance shareholders value.

In conjunction with the fourth quarter restructuring, the Company
also recorded an inventory charge of $3,500,000 designed to
expedite the acceleration of the Company’s transition towards

a merchandise strategy focused on higher growth, primarily
digital products. This inventory adjustment was charged to cost
of products sold.

Foreign Currency Transaction (Gains) Losses

Foreign currency transaction gain of $41,000 arose during fiscal year
2002 while losses of $353,000 and $209,000 occurred during fiscal
years 2001 and 2000, respectively. These gains and losses resulted
from a variety of factors, including the effect of fluctuating foreign
currency values on certain assets and trade payables denominated in
currencies other than the functional currency of the debtor.

Interest Income and Expense

Interest income was $1,444,000, $1,737,000 and $2,418,000 during
fiscal years 2002, 2001, and 2000, respectively. The reduction in
interest income during fiscal years 2002 and 2001 resulted from

a reduction in the Company’s cash resources as a result of the
repurchase of common stock during those periods. The effects of this
decline in cash on interest income were partially offset by proceeds
received on the sale of the Australian subsidiary during the fourth
quarter of fiscal year 2001. Declining interest rates were aiso a
factor in the reduction in interest income. Management anticipates

a significant reduction in interest income during fiscal year 2003

as the various stock repurchase programs completed since the third
quarter of fiscal year 2000 have consumed its surplus cash resources.
See “Liquidity and Capital Resources.” The increase in interest
income during fiscal year 2000 was reflective of the Company’s
improved cash position and, to a lesser extent, higher interest rates.

Interest expense during fiscal year 2002 decreased by $470,000.
Interest expense for the year consisted entirely of amortization of
loan origination costs and standby fees, as the Company did not
need to borrow under its credit line during the year. Management
anticipates that interest expense will increase during fiscal year 2003,
as it will be necessary to borrow to finance the seasonal build up of
inventories and, possibly, the repurchase of additional common stock.
Interest expense during fiscal year 2001 increased by $286,000. This
increase resulted from third party borrowings to finance the build up
of inventories for the holiday selling season.

Interest expense during fiscal year 2000 declined by $4,228,000.
This reduction reflected the conversion of the Company’s
subordinated convertible debentures during fiscal year 1999 as well
as reduced borrowing costs following the sale of the former United
Kingdom subsidiary.

Income Taxes

The provision for income taxes in fiscal year 2002 includes a
provision for Canadian taxes on the profits of RadioShack Canada.
The provision for fiscal years 2001 and 2000 includes provisions for
Canadian and Australian taxes on profits earned in those countries,
although no provision for Australian taxes was made during fiscal
year 2001, because the Australian subsidiary had a pre-tax loss
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through the date of its sale. As discussed more fully below, the fiscal
year 2001 provision included a special charge of $700,000 related to
the settlement of outstanding issues with the Canadian and United
States authorities as well as a provision of $581,000 relating to the
sale of the Australian subsidiary. See “Gain (Loss) on Disposal of
Subsidiary Companies.”

During fiscal year 1999, the Company reached an agreement with
the Canadian tax authorities relating to the settlement of a dispute
regarding the 1990 to 1993 taxation years. While the amount in
dispute has been agreed, a settlement agreement has been executed
and substantial payments made, the Company has not yet been fully
reassessed and, accordingly, this amount has not been paid in full.

Late in fiscal year 2001, the Company reached an agreement with
both the Canadian and United States tax authorities, settling
substantially all of its remaining outstanding tax issues and recorded
an additional provision of $700,000. A payment of $3,879,000 was
made during the fourth quarter of fiscal year 2002 in full satisfaction
of the matters agreed with the United States tax authorities. Although
agreement in principle has been reached on the remaining Canadian
issues, final statements summarizing amounts owing have not been
received. Because of the age of these issues and the terms of the
settlements, there are complex interest computations to be made.
Accordingly while substantial payments have been made, it is not
practical for management to determine with precision the exact
remaining liability associated with these matters. Management
estimates that the liability to settle all outstanding Canadian tax
issues, including the matter described in the paragraph immediately
above, is approximately $13,000,000. Management further believes
that it has a provision recorded sufficient to pay the estimated
liability resulting from these issues; however, the amount ultimately
paid could differ from management’s estimate.

The Company has one remaining issue in dispute with the Internal
Revenue Service (“IRS”) in the United States. The Company
disagrees with the position of the IRS on this issue and, on the
advice of legal counsel, believes it has meritorious arguments in its
defense and is in the process of vigorously defending its position. It
is management’s determination that no additional provision need be
recorded for this matter. However, should the IRS prevail in its
position, the Company could potentially have an additional liability
of §2,100,000.

Earnings per Share

Basic earnings per share (“EPS”) is calculated by dividing the net
income or loss by the weighted average number of shares
outstanding for the period. Diluted EPS reflects the potential dilution
that could occur if securities or other contracts to issue common
stock were exercised or converted.

The Company’s only dilutive instruments are the options to purchase
common stock held by the Company’s directors and employees. At
June 30, 2002, the Company’s directors and employees held options
to purchase 1,110,996 common shares at prices ranging from $2.48
to $11.95 per share. During quarters one through four of fiscal year
2002, all but 596,922; 582,822; 13,472 and nil of options then
outstanding were included in the computation of diluted earnings per
common share. These options were excluded because the option
exercise price was greater than the average market price of the
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common stock during the particular quarter. The dilutive effect of the
various options held by the Company’s directors and employees in
future periods will depend on the average market price of the
Company’s common stock during such periods.

New Accounting Standards

In June 2001, the Financial Accounting Standards Board (the
“FASB”) issued Financial Accounting Standards Nos. 141 and 142
(“FAS 1417 and “FAS 142”). FAS 141 provides for new rules to be
used in accounting for business combinations and is effective for
business combinations initiated after June 30, 2001. FAS 142
changes the accounting treatment of both existing and newly
acquired goodwill. FAS 142 is effective for fiscal years beginning
after December 15, 2001. The Company adopted both of these new
accounting standards in the first quarter of fiscal year 2002. The
adoption of these standards did not have a material effect on the
Company’s consolidated financial statements.

In June 2001, the FASB issued Financial Accounting Standards

No. 143 (“FAS 143”). FAS 143 will require, on adoption, that the
Company recognize as a component of asset cost, the fair market
value for an asset retirement obligation in the period in which it is
incurred, if a reasonable estimate of fair market value can be made.
FAS 143 is effective for fiscal years beginning after June 15, 2002.
The Company will be required to adopt FAS 143 on July 1, 2002.
Management does not believe the adoption of this standard will have
a material effect on the Company’s consolidated financial statements.

In August 2001, the FASB issued Financial Accounting Standards
No. 144 (“FAS 144”) — “Accounting for the Impairment or Disposal
of Long-Lived Assets”. This statement supersedes FAS 121 —
“Accounting for the Impairment of Long-Lived Assets and Long-
Lived Assets to be Disposed Of” — and the accounting and reporting
provisions of APB Opinion No. 30 — “Reporting the Results of
Operations — Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions” for the disposal of a segment of a business,
as previously defined in that opinion. This standard changes the
criteria for classifying an asset as held for sale, broadens the scope
of businesses to be disposed of which qualify as discontinued
operations and changes the timing of recognition of losses on such
operations. FAS 144 is effective for fiscal years beginning after
December 15, 2001. The Company will be required to adopt FAS
144 on July 1, 2002. Management does not believe the adoption of
this standard will have a material effect on the Company’s
consolidated financial statements.

In April 2002, the FASB issued Financial Accounting Standards

No. 145 (“FAS 145”) — “Rescission of FASB Statement Nos. 4, 44
and 64, Amendment of FASB Statement No. 13 and Technical
Corrections”. This statement rescinds FAS 4 — “Reporting Gains and
Losses from Extinguishment of Debt” — and an amendment of that
statement, FAS 64 — “Extinguishments of Debt Made to Satisfy
Sinking-Fund Requirements”. The statements also rescinds FAS 44 —
“Accounting for Intangible Assets of Motor Carriers” — and amends
FAS 13 — “Accounting for Leases” to eliminate an inconsistency
between the required accounting for sale-leaseback transactions.
FAS 145 also amends other existing authoritative pronouncements
to make various technical corrections, clarify meanings, or describe
their applicability under changed conditions. FAS 145 is effective
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for fiscal years beginning after May 15, 2002 and to certain
transactions occurring after that date. The Company adopted
FAS 145 prospectively on May 15, 2002. The adoption of this
standard did not have a material effect on the Company’s
consolidated financial statements.

In July 2002, the FASB issued Financial Accounting Standards
No. 146 (“FAS 146”) — “Accounting for Costs Associated with
Exit or Disposal Activities”. This Statement addresses financial
accounting and reporting for costs associated with exit or disposal
activities and nullifies Emerging Issues Task Force (EITF) issue

No. 94-3 — “Liability Recognition for Certain Employee Term
ination Benefits and Other Costs to Exit an Activity (including
certain costs incurred in a restructuring)”. FAS 146 requires that
a liability for a cost associated with exit or disposal activity be
recognized when the liability is incurred. Under EITF 94-3, a
liability for an exit cost was recognized at the date of the entity’s
commitment to the exit plan. FAS 146 is effective for fiscal years
beginning after December 31, 2002, with early application
encouraged. The Company is in the process of assessing the
impact of adopting FAS 146.

Liquidity and Capital Resources

Cash flow from operating activities generated $12,943,000 in cash
during fiscal year 2002. Net income, adjusted for non-cash items,
generated $24,718,000 in cash, while working capital requirements
consumed $11,775,000 in cash. Income taxes payable consumed
$15,993,000 in cash, primarily as a result of the payment of balances
relating to prior years. See “Income Taxes.” In addition, installments
of Canadian taxes for fiscal year 2002 exceeded taxes actually
payable for the year. This is because installments were based on
actual taxes payable for fiscal year 2001. This overpayment will be
refunded during fiscal year 2003. A reduction in accounts payable
also contributed to the amount of cash consumed by working capital
requirements. This reduction reflects renewed emphasis on inventory
management. The effects of reductions in the level of income taxes
and accounts payable on cash were partially offset by a reduction in
inventory levels and an increase in accrued expenses. The inventory
reduction is part of an overall strategy of improving inventory
management through a more focused merchandising strategy,
increasing inventory turns and having a better in stock position. This
increase in accrued expenses is primarily attributable to the accrual
of capital costs associated with the distribution center project.

Cash flow from operating activities generated $18,821,000 in cash
during fiscal year 2001. Net income, adjusted for non-cash items,
generated $27,190,000 in cash, while working capital requirements
consumed $8,369,000 in cash. Accounts receivable increased as a
result of increases in amounts due from vendors under various
commission and rebate arrangements. Income tax payments also
exceeded the current year’s provision as a result of the partial
payment of one of the disputes settled with the Canadian tax
authorities and changing installment requirements.

Operating activities generated $22,347,000 in cash during fiscal
year 2000. Net income, adjusted for non-cash items, generated
$33,641,000 in cash. Increased inventory levels in support of higher
sales consumed $14,429,000 in cash; however, the effects of this
increase were partially offset by an increase in accounts payable.
Accounts receivable increased by $1,739,000, reflecting the fact that
a greater portion of the Company’s revenue comes from vendors

in the form of wireless activation income, residuals and volume
rebates. The payment of income taxes, consumed $8,865,000 in
cash, primarily because the final payment of fiscal year 1999

taxes exceeded installments paid during the year.

Investing activities consumed $12,906,000 in cash during fiscal year
2002, primarily related to investments in property and equipment at
the Company’s Canadian subsidiary. These expenditures related to a
major modernization of the Company’s distribution center, including

a new warehouse operating system, new stores, the relocation or
refitting of existing stores and improvements to the Company’s
information systems.

Investing activities generated $36,608,000 in cash during fiscal year
2001. The sale of the Company’s Australian subsidiary generated
$47,735,000 in cash while investments in property and equipment,
primarily in Canada, consumed $12,891,000 in cash. Canadian
capital spending related primarily to new stores, the relocation or
refitting of existing stores and improvement of the Company’s
information systems.

Investing activities consumed $9,256,000 in cash during fiscal year
2000, primarily related to capital expenditures in the Canadian and
Australian segments. The level of expenditures was higher than in
fiscal year 1999, as the Company accelerated the pace at which
stores are remodeled or refitted to a new format in both Canada
and Australia and invested in additional information systems, in
particular in Australia.

Cash flows from financing activities consumed $70,829,000 in cash
during fiscal year 2002. During fiscal year 2002, the Company’s
Board of Directors announced four additional programs under
which management was authorized to purchase, subject to market
conditions, 2,800,000, 2,600,000, 1,200,000 and 1,200,000 shares,
respectively. The first three of these programs were completed during
the year, with 6,600,000 shares acquired at an aggregate cost of
$69,079,000. Under the sixth plan, announced June 21, 2002,
616,400 shares were acquired by June 30, 2002 at an aggregate cost
of $6,804,000. This outflow of cash was partially offset by proceeds
from the issuance of stock under the Company’s stock purchase plan
and by cash received from Directors and employees on the exercise
of stock options.

Cash flows from financing activities consumed $12,546,000 in cash
during fiscal year 2001, During fiscal year 2000, the Company’s
Board of Directors announced two share repurchase programs under
which management was authorized, in the aggregate, to purchase

up to 3,000,000 shares of the Company’s common stock. These
programs were completed during fiscal year 2001, with 1,214,800
shares acquired at an aggregate cost of $15,529,000. The effects of
this cash outflow were partially offset by proceeds from the issuance
of common stock to employee plans and from the exercise of stock
options by employees.

Cash flows from financing activities consumed $15,019,000 in cash
during fiscal year 2000, mainly as a result of repurchases of common
stock at an aggregate cost of $18,700,000. This cash outflow was
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partially offset by proceeds from the issuance of common stock to
employee plans and from the exercise of stock options.

The Company’s principal sources of liquidity are its cash and
short-term investments, its cash flow from operations and its
banking facilities.

In December 1997, the Company entered into a three-year revolving
credit facility, currently in an amount not to exceed C$67,000,000
(approximately $44,200,000 at June 30, 2002 exchange rates).

This facility was to have matured on December 22, 2000, but was
extended to March 22, 2001 and, subsequently to May 4, 2001.

On May 4, 2001, InterTAN Canada Ltd. and InterTAN, Inc.

entered into a new revolving credit facility (the “Revolving Loan
Agreement”) with the previous lender in an amount not to exceed
C$75,000,000 (approximately $49,500,000 at June 30, 2002
exchange rates). The Revolving Loan Agreement matures March 22,
2003. The amount of credit actually available at any particular time
is dependent on a variety of factors, including the level of eligible
inventories and accounts receivable of InterTAN Canada Ltd. The
amount of available credit is then reduced by the amount of trade
accounts payable then outstanding as well as certain other reserves.
A loan origination fee of C$37,500 (approximately $25,000 at June
30, 2002 exchange rates) was payable on closing. A further payment
of C$37,500 was made on March 22, 2002. Borrowing rates under
the facility range from prime to prime plus 0.75% based on the
Company’s quarterly performance against predetermined EBITDA
to fixed charge ratios. Using the same criteria, the Company may
borrow at bankers’ acceptance and LIBOR rates plus from 0.75% to
2.0%. Letters of credit will be charged at rates ranging from 0.75%
per annum to 2.0% per annum, using the same performance criteria.
In addition, a standby fee of 0.65% is payable on the unused portion
of the credit facility. The Revolving Loan Agreement is collateralized
by a first priority lien over all of the assets of InterTAN Canada Ltd.
and is guaranteed by InterTAN, Inc. This facility is used primarily
to finance seasonal inventory build up and, from time to time, to
provide letters of credit in support of purchase orders. At June 30,
2002, there were no borrowings against the Revolving Loan
Agreement and C$15,000 (approximately $10,000 at June 30, 2002
exchange rates) was committed in support of letters of credit. There
was C$43,428,100 (approximately $28,632,000 at June 30, 2002
exchange rates) of credit available for use at June 30, 2002 under this
facility. Management is currently evaluating a variety of proposals
to replace or renew this facility on its maturity.

Under the terms of the Company’s Merchandise Agreement with
RadioShack U.S.A., purchase orders with Far Eastern suppliers
must be supported, based on a formula set out in the Merchandise

Agreement, by letters of credit issued by banks on behalf of
InterTAN, by a surety bond, or backed by cash deposits. The
Company has secured surety bond coverage from a major insurer
(the “Bond”) in an amount not to exceed $6,000,000. Use of the
Bond gives the Company greater flexibility in placing orders with
Far Eastern suppliers by releasing a portion of the credit available
under the Revolving Loan Agreement for other purposes.

The Company’s Australian subsidiary had entered into a credit
agreement with an Australian bank. This agreement established
a credit facility in the amount of A$12,000,000 (approximately
$6,100,000 at June 30, 2001 exchange rates). This facility was
cancelled on the closing of the sale of InterTAN Australia Ltd. in
April 2001.

The Company’s primary uses of liquidity during fiscal year 2003
will include the funding of capital expenditures, the build up of
inventories for the 2002 holiday selling season, funding the
repurchase of common stock and payments in settlement of tax
issues. Management estimates that cash flows related to capital
expenditures in Canada during fiscal 2003 will approximate
$12,000,000, of which approximately $4,000,000 had been accrued
at June 30, 2002. These expenditures relate primarily to investments
in store assets, including new stores, renovating and relocating
existing stores and store fixtures and equipment, and enhancements
to management information systems. In June 2002, the Company’s
Board of Directors announced a share repurchase plan under which
management was authorized to repurchase up to 1,200,000 of the
Company’s shares. Approximately one-half of these shares were
purchased by June 30, 2002. Shortly after the fiscal 2002 year end,
roughly 450,000 shares were acquired at an approximate cost of
$5,000,000. The Company anticipates the payment of the remaining
balance of negotiated tax settlements of prior year balances with the
Canadian tax authorities. Management estimates the amount of such
tax payments to be approximately $11,000,000 to $13,000,000. The
Company also estimates that bank borrowing at the upper range of
its credit limit will be required to finance the seasonal build up of
inventories. Such borrowings will peak in November and
management estimates that the line will be paid down in full by the
end of the second quarter.

Management believes that the Company’s cash and short-term
investments on hand and its cash flow from operations combined
with its banking facilities and the Bond will provide the Company
with sufficient liquidity to meet its planned requirements through
fiscal year 2003. '

The table below sets out the Company’s obligation under its
operating and capital leases at June 30, 2002:

(US. dollars in thousands) 2003 2004 2005 2006 2007 Thereafter Total

Operating leases $ 11,670 $ 1048] $ 9348 $ 8480 $ 7540 $ 25,770 $73,289

Obligation under capital leases' 176 170 147 76 14 - 583
$ 11,846 $ 10,651 $ 949 $ 8556 $ 7554 $ 25,770 $73,.872

I Includes interest

In addition to these obligations, during fiscal year 2002, the Company
entered into a contract under which it is obligated to spend approxi-
mately $26,000,000 in advertising over a five-year period. At June 30,
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2002, the remaining commitment under this contract was approxi-
mately $20,500,000. These commitments will be spent during fiscal
years 2003 through 2006.



Consolidated
Statements of Operations

Year ended June 30
(In thousands, in USS. doflars, except per share data) 2002 2001 2000
(Note 1) (Note I)
Net sales and operating revenues $ 393,809 $ 468,756 $ 484218
Other income (loss) (7) 138 125
' 393,802 468,894 484,343
Operating costs and expenses:
Cost of products sold 243,381 280,953 280,999
Selling, general and administrative expenses 106,958 144,268 153,336
Depreciation and amortization 5,674 6,357 6,003
{Gain) loss on disposal of subsidiary companies 217 4,101 _
Restructuring charges 2,912 - _
369,142 427 477 440,338
Operating income 24,660 41,417 44,005
Foreign currency transaction gains (losses) 4] (353) (209)
Interest income 1,444 1,737 2,418
Interest expense (403) (873) (587)
Income before income taxes 25,742 41,928 45,627
Income taxes 12,174 18,401 20,507
Net income $ 103,568 $ 23,527 $ 25,120
Basic net income per average common share $ 0.54 $ 0.84 $ 0.85
Diluted net income per average common share $ 0.53 $ 0.82 $ 0.82
Average common shares outstanding 25,0142 27,937 29,658
Average common shares outstanding assuming dilution 25,610 28,664 30,501

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated
Balance Sheets

June 30 June 30
(In thousands, in U.S. dollars, except share amounts) 2002 2001
Assets
Current Assets

Cash and short-term investments $ 14,699 $ 86,233

Accounts receivable, less allowance for doubtful accounts 12,903 12,598

Inventories 80,3014 90,394

Other current assets 1,300 1,151

Deferred income taxes 1,374 2,290

Total Current Assets 11,590 192,666
Property and equipment, less accumulated depreciation and amortization 29,604 19.817
Other assets 328 16
Deferred income taxes 3,580 3,031
Total Assets $145,002 $ 215530
Liabilicies and Stockholders” Equity
Current Liabilities

Accounts payable $ 12,793 $ 20,034

Accrued expenses 19,445 13,650

Income taxes payable 8,365 24,913

Obligation under capital leases — current portion 164 -

Deferred service contract revenue — current portion 6,226 5,507

Total Current Liabilities 46,993 64,104
Obligation under capital leases — non-current portion 384 -
Deferred service contract revenue — non-current portion 4975 4,599
Other liabilities 4,304 2,518
Total Liabilities 56,656 71,221
Stockholders’ Equity
Preferred stock, no par value, 1,000,000 shares authorized,

none issued or outstanding = -
Common stock, $1 par value, 40,000,000 shares authorized, ‘

32,091,097 and 31,225,048, respectively, issued 32,091 31,225
Additional paid-in capital 157,684 151,744
Common stock in treasury, at cost, 10,337,243 and 3,101,818 shares,

respectively (111,527) (35,405)
Retained earnings 27,320 13,752
Accumulated other comprehensive loss (17,122) (17,007)

Total Stockholders' Equity 88,446 144,309

Commitments and contingencies (See notes 2, 10 and I 1)

Total Liabilities and Stockholders’ Equity $045,002 $ 215530

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated
Statements of Stockholders’ Equity

Accumulated
Additional Retained Other
Common Stock Paid-in Treasury Stock Earnings Comprehensive Comprehensive
(In thousands, in U.S, dollars) Shares  Amount Capital Shares Amount (Deficit)  Income (Loss) Loss Total
Balance at June 30, 1999 29,783 $29,783 $141,126 $ $(34,895) $(25,254) $110,760
2 Comprehensive income: .
| Net income 25,120 $25,120 25,120
Foreign currency translation
adjustments (4,207)  (4,207) (4,207)
Comprehensive income $20913
Issuance of common stock
to employee plans 264 264 3,140 3,404
Issuance of common stock
under stock option plans 451 451 1,352 1,803
Stock-based compensation 596 596
Purchase of treasury stock (1,790) (18,700) (18,700)
Balance at June 30, 2000 30,498 30,498 146,214  (1,790) (18,700) (9,775) (29.461) 118,776
Comprehensive income:
Net income 23,527 $23,527 23,527
Foreign currency translation
adjustments 12,454 12,454 12,454
Comprehensive income $35,981
Issuance of common stock
to employee plans 28I 281 3,079 ‘ 3,360
Issuance of common stock .
under stock option plans 446 446 1,858 2,304
Stock-based compensation 593 I8 178 771
Purchase of treasury stock (1,330 (16,883) (16,883)
Balance at June 30,2001 31,225 31,225 51,744  (3,102) (35,405) 13,752 (17,007) 144,309
Comprehensive income:
Net income 13,568 $13,568 13,568
Foreign currency translation ‘
adjustments (115) (115) (115)
Comprehensive income $13,453
Issuance of common stock
to employee plans 268 268 2,641 ' 2,909
Issuance of common stock
under stock option plans 598 598 3,043 3,641
Stock-based compensation 256 256
Purchase of treasury stock (7,235) (76,122) (76,122)
Balance at June 30,2002 32,091 $32,091 $157,684 (10337) $(111,527) $27,320 $(17,122) $ 88,446
The accompanying notes are an integral part of these consolidated financial staterents.
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Consolidated
Statements of Cash Flows

Year ended June 30

{In thousands, in US. dollars) 2002 2001 2000
Cash flows from operating activities:
Net income - $ 13,568 $ 23,527 $ 25120
Adjustments to reconcile net income to cash
provided by operating activities:
Depreciation and amortization 5,674 6,357 6,003
Deferred income taxes 360 (801) 336
Inventory adjustment 3,500 - -
(Gain) loss on disposal of subsidiary company 207 4.101) -
Stock-based compensation 1,409 2,097 2,123
Other (10) [l 59
Cash provided by (used in) assets and liabilities:
Accounts receivable (27101) (1,954) (1,739)
Inventories 5,308 203 (14,429)
Other current assets (378) (630) 371
Accounts payable (6,980) (1,601) 11,101
Accrued expenses 5,468 346 645
Income taxes payable (05,993) 4,721) (8,865)
Deferred service contract revenue 1,071 (12) 1,622
Net cash provided by operating activities 12,943 18,821 22,347
Cash flows from investing activities:
Additions to property and equipment (14,550) (12,891) (9,691)
Proceeds from sales of property and equipment 140 435 140
Effect of disposal of subsidiary companies on cash - 47,735 -
Other investing activities 1,504 1,329 295
Net cash provided by (used in) investing activities (12,906) 36,608 (9,256)
Cash flows from financing activities:
Proceeds from issuance of common stock to employee plans 1,753 2,033 1,923
Proceeds from exercise of stock options 3,401 950 1,803
Payment of obligation under capital leases (1ot) - -
Purchase of treasury stock (75,882) (15,529) (18,700)
Cash paid for fractional shares on stock split = - (45)
Net cash used in financing activities (70,829) (12,546) (15,019)
Effect of exchange rate changes on cash (742) (1,400) (725)
Net increase (decrease) in cash and short-term investments (71,534) 41,483 (2,653)
Cash and short-term investments, beginning of year 86,233 44,750 47,403
Cash and short-term investments, end of year $ 14,699 $ 86,233 $ 44,750
Supplemental disclosure of cash flow information
Cash paid during the year for:
Interest $ 378 $ 752 $ 356
Income taxes $ 28,001 $ 23,858 $ 28799

The accompanying notes are an integral part of these consolidated financial statements.




Notes to

Consolidated Financial Statements

Note 1  Description of Business and Summary

of Significant Accounting Policies

Description of Business and Principles of Consolidation

InterTAN, Inc. (the “Company” or “InterTAN”) is engaged in the
sale of consumer electronics products primarily through company-
operated retail stores and dealer outlets in Canada. The Company’s
retail operations are conducted through its wholly-owned subsidiary,
InterTAN Canada Ltd., which operates in Canada under the trade
name “RadioShack”. The Company previously also had retail and
dealer outlets in both Australia and the United Kingdom. These
operations were conducted through two wholly-owned subsidiaries,
InterTAN Australia Ltd. and InterTAN UK. Limited, each of which
operated under the “Tandy” name. The United Kingdom subsidiary
was sold in January 1999. The Australian subsidiary was sold
effective April 2001. See Note 2 to the consolidated financial
statements. The “RadioShack” and “Tandy” trade names are used
under license from RadioShack Corporation (*“RadioShack U.S.A).
In addition, the Company has entered into an agreement in Canada
with Rogers Wireless Inc. (“Rogers”) to operate telecommunications
stores {“Rogers AT&T stores”) on its behalf. At June 30, 2002,

66 Rogers AT&T stores were in operation. The consolidated
financial statements include the accounts of the Company, its
Canadian subsidiary and, for fiscal years 2001 and 2000, its former
subsidiary in Australia. All material intercompany transactions,
balances and profits have been eliminated. The Company’s fiscal
year ends June 30.

Accounts Receivable and Allowance for Doubtful Accounts

Concentrations of credit risk with respect to customer receivables
are limited due to the large number of customers comprising the
Company’s customer base and their location in many different
geographic areas of the countries. However, the Company does
have some concentration of credit risk in the wireless telephone
and direct-to-home satellite services industries due to increased
sales and outstanding balances as of June 30, 2002 from these
service providers. An allowance for doubtful accounts is provided
when accounts are determined to be uncollectible.

Inventories

Inventories are comprised primarily of finished merchandise and
are stated at the lower of cost, based on the average cost method,
or market value.

Capitalized Software Costs

The direct costs of certain internally developed software are
capitalized and amortized over the estimated useful life of the
software.

Property and Equipment

Property and equipment are recorded at cost and depreciated over
the estimated useful lives of the assets using the straight-line method.
Estimated useful lives are 40 years for buildings and range from
three to twelve years for equipment, furniture and fixtures.
Leasehold improvements are amortized over the life of the lease or
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the useful life of the asset, whichever is shorter. The capital cost
of vehicles acquired under capital leases is amortized over the term
of the lease.

Maintenance and repairs are charged to expense as incurred.
Renewals and betterments, which materially prolong the useful lives
of the assets, are capitalized. The cost and related accumulated
depreciation of property and equipment retired or sold are removed
from the accounts, and gains or losses are recognized in the
consolidated statements of operations.

The Company reviews all long-lived assets (i.e., property and
equipment) for impairment whenever events or changes in
circumstances indicate that the net book value of the assets may not
be recoverable. An impairment loss would be recognized if the sum
of the expected future cash flows (undiscounted and before interest)
from the use of the assets is less than the net book value of the
assets. The amount of the impairment loss would generally be
measured as the difference between the net book value of the assets
and their estimated fair value.

Net Sales and Operating Revenues
and Cost of Products Sold

Net sales and operating revenues include items related to normal
business operations, including service contract revenue, cellular

and satellite activation income, residual income, and sales-based
volume rebates. Retail sales are recorded at the time of the sale

to the customer. Service contract revenue, net of direct selling
expenses, is recognized ratably over the life of the contract.

Cellular and satellite activation income is commission revenue
received from carriers for obtaining their new customer, which is
recognized as income when the product is sold, with an appropriate
provision for contract cancellations. Residual income is participation
income from suppliers, based on the customer’s continued use of the
carrier’s network. Residuval income 1s recognized monthly, based on
the contractual percentage of each customer’s monthly bill. Sales-
based volume rebates are additional commission revenue which

is recognized when service contract thresholds are achieved, either
on a quarterly or on an annual basts. Purchase-based volume rebates
are recognized when earned and are credited to cost of products sold
or inventory, as appropriate.

Translation of Foreign Currencies

The local currencies of the Company’s foreign entities are the
functional currencies of those entities. For reporting purposes,
assets and liabilities are translated into U.S. dollars using the
exchange rates in effect at the balance sheet date, income and
expense items are translated using monthly average exchange rates.
The effects of exchange rate changes on net assets located outside
the United States are recorded in equity as part of “accumulated
other comprehensive loss”. Gains and losses from foreign currency
transactions are included in the operations of each period.
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Comprehensive Income (Loss)

Comprehensive income is defined as the change in stockholders’
equity during a period except those changes resulting from
investments by owners and distributions to owners. For the Company,
the components of comprehensive income (loss) include net income
or loss and the effects of exchange rate changes on net assets located
outside the United States (foreign currency translation adjustments).
For fiscal years 2002, 2001 and 2000, foreign currency translation
gains (losses) were ($115,000), $12,454,000 and $(4,207,000),
respectively. The fiscal year 2001 amount includes an adjustment of
$18,225,000 related to the reclassification of accumulated foreign
currency translation losses to the net gain or loss on the sale of the
Australian subsidiary.

Contract Management

At June 30, 2002, the Company had 530 company-operated stores in
Canada, of which'42 were operated under “contract management”
arrangements. Under the typical contract management arrangement,
the store manager is not employed by the Company, but is under
contract to operate the store on its behalf. The Company selects and
supplies the store location (including lease payments and other fixed
location charges) and also supplies leasehold improvements, fixtures
and store inventory. The Company is also committed to provide
supporting services, including advertising, insurance and training.
The contract manager is responsible for the labor and overhead
necessary to operate the store. The contract manager is also required
to provide a cash deposit. In return for the service of operating

the store, the contract manager receives compensation equal to
approximately one-half of the store’s gross profit. The contract
manager program was used much more extensively in the Company s
former subsidiary in Australia. At April 30, 2001, the effective date
of sale of that subsidiary, the Company had 223 company-operated
stores in Australia, of which 148 were operated under contract
management arrangements.

The revenue, as well as the expenses paid by the Company, related
to contract management stores are included in the consolidated
statements of operations. The contract manager’s compensation is
included in selling, general and administrative expenses. Contract
manager’s deposits are included in the “Other liabilities” section of
the consolidated balance sheets and amounted to $1,049,000 and
$814,000 at June 30, 2002 and June 30, 2001, respectively.

Capitalized Financing Costs

Costs incurred in connection with the issuance of debt and renewal
fees are capitalized and are amortized over the term of the respective
debt. Amortization of these costs, which include underwriting, bank,
legal and accounting fees, for fiscal years 2002, 2001 and 2000

was $63,000, $129,000 and $251,000, respectively. Unamortized
balances at June 30, 2002 and June 30, 2001 were $23,000 and
$23,000, respectively.

Advertising Costs

Advertising costs are expensed upon commencement of the related
advertising program. During fiscal years 2002, 2001 and 2000, net
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advertising expense was $13,010,000, $17,203,000 and $19,489,000,
respectively. Amounts received from vendors for co-operative
advertising programs are netted against total advertising costs.

Income Taxes

Income taxes are accounted for using the asset and liability method.
The asset and liability approach requires the recognition of deferred
tax liabilities and assets for the expected future tax consequences
of temporary differences between the book amounts and tax basis
of assets and liabilities. However, deferred tax assets are only
recognized to the extent that it is more likely than not that the
Company will realize the benefits of that deferred tax asset.

InterTAN generally considers the earnings of its foreign subsidiaries
to be permanently reinvested for use in those operations and,
consequently, deferred federal income taxes, net of applicable foreign
tax credits, are not provided on the undistributed earnings of foreign
subsidiaries which are to be so reinvested. If the earnings of the
Company’s Canadian subsidiary as of June 30, 2002 were remitted to
the parent, approximately $116,000,000, subject to adjustment for
deemed foreign taxes paid, would be included in the taxable income
of the parent. By operations of tax statutes currently in effect, the
Company would incur certain U.S. income taxes, including
alternative minimum tax. Such remittances would also be subject to
Canadian withholding tax (presently at a rate of 5%) for which there
would likely be no U.S. tax relief.

Forward Exchange Contracts and
Other Derivative [nstruments

Foreign exchange contracts and other derivative instruments are
measured at fair value and recognized in the consolidated balance
sheets as either assets or liabilities, as the case may be. The treatment
of changes in the fair value of a derivative (i.e., gains and losses)
depends on its intended use and designation. Gains and losses

on derivatives, designated as hedges against the cash flow effect

of a future transaction are initially reported as a component of
comprehensive income and, subsequently, reclassified into earnings
when the transaction affects earnings. Gains and losses on derivatives
designated as hedges against the foreign exchange exposure of a net
investment in a foreign operation form part of the cumulative
translation adjustment. Gains and losses on all other forms of
derivatives are recognized in earnings in the period of change.

For the Company, gains and losses on foreign exchange contracts
entered into to hedge open inventory purchase orders are included in
the cost of the merchandise purchased. Gains and losses on contracts
intended to mitigate the effects of exchange rate fluctuations on
payables and debt denominated in currencies other than the
functional currency of the debtor are included in income in the
periods the exchange rates change.

Earnings per Share

Basic earnings per share (“EPS”) is calculated by dividing the net
income or loss by the weighted average number of shares
outstanding for the period. Diluted EPS reflects the potential dilution
that could occur if securities or other contracts to issue common
stock were exercised or converted.
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The following table reconciles the numerator and denominator used in the basic and diluted earnings per share calculations for the years ended

June 30, 2002, 2001 and 2000:

2002 2001 2000

{US dollars in thousands income Shares Per Share Income Shares Per Share income Shares Per Share
except for per share data) (Numerator) (Denominator) Amount (Numerator) (Denominator) Amount (Numerator)  (Denominator) ~ Amount
Net income $03,568 $23,527 $25,120
Basic EPS
Income available to

common stockholders $13,568 25,0142 $ 0.54 $23527 27,937 $0.84 $25,120 29,658 $0.85
Effect of Dilutive Securities
Stock options - 468 - 727 - 843
Diluted EPS
Income available to

common stockholders including

assumed conversions $13,568 25,600 $ 0.53 $23,527 28,664 $082 $25,120 30,501 $0382

At June 30, 2002, the Company’s directors and employees held
options to purchase 1,110,996 common shares at prices ranging from
$2.48 to $11.95 per share. During quarters one through four of fiscal
year 2002, all but 596,922; 582,822; 13,472 and nil of options then
outstanding were included in the computation of diluted earnings per
common share. These options were excluded because the option
exercise price was greater than the average market price of the
common stock during the particular quarter, The dilutive effect of the
various options held by the Company’s directors and employees in
future periods will depend on the average market price of the
Company’s common stock during such periods.

Accounting for Steck-based Compensation

The Company measures the expense associated with its stock-based
compensation using the intrinsic value method. Application of this
method generally results in compensation expense equal to the
quoted price of the shares granted under the option less the amount,
if any, the director or employee is required to pay for the underlying
shares. See Notes 14 and 15.

New Accounting Standards

In June 2001, the Financial Accounting Standards Board (the
“FASB”) issued Financial Accounting Standards Nos. 141 and 142
(“FAS 141" and “FAS 142”). FAS 141 provides for new rules to be
used in accounting for business combinations and is effective for
business combinations initiated after June 30, 2001. FAS 142
changes the accounting treatment of both existing and newly-
acquired goodwill. FAS 142 is effective for fiscal years beginning
after December 15, 2001. The Company adopted both of these new
accounting standards in the first quarter of fiscal year 2002. The
adoption of these standards did not have a material effect on the
Company’s consolidated financial statements.

In June 2001, the FASB issued Financial Accounting Standards No.
143 (“FAS 143”). FAS 143 will require, on adoption, that the
Company recognize as a component of asset cost, the fair market
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value for an asset retirement obligation in the period in which it is
incurred, if a reasonable estimate of fair market value can be made.
FAS 143 is effective for fiscal years beginning after June 15, 2002,
The Company will be required to adopt FAS 143 on July 1, 2002.
Management does not believe the adoption of this standard will have
a material effect on the Company’s consolidated financial statements.

In August 2001, the FASB issued Financial Accounting Standards
No. 144 (“FAS 144”) — “Accounting for the Impairment or Disposal
of Long-Lived Assets”. This staterent supersedes FAS 121 —
“Accounting for the Impairment of Long-Lived Assets and Long-
Lived Assets to be Disposed Of” — and the accounting and reporting
provisions of APB Opinion No. 30 — “Reporting the Results of
Operations — Reporting the Effects of Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions” for the disposal of a segment of a business,
as previously defined in that opinion. This standard changes the
criteria for classifying an asset as held for sale, broadens the scope
of businesses to be disposed of which qualify as discontinued
operations and changes the timing of recognition of losses on such
operations. FAS 144 is effective for fiscal years beginning after
December 15, 2001. The Company will be required to adopt

FAS 144 on July 1, 2002. Management does not believe the
adoption of this standard will have a material effect on the
Company’s consolidated financial statements.

In April 2002, the FASB issued Financial Accounting Standards

No. 145 (“FAS 145”) - “Rescission of FASB Statement Nos. 4, 44
and 64, Amendment of FASB Statement No. 13 and Technical
Corrections”. This statement rescinds FAS 4 — “Reporting Gains and
Losses from Extinguishment of Debt” — and an amendment of that
statement, FAS 64 — “Extinguishments of Debt Made to Satisfy
Sinking-Fund Requirements”. The statements also rescinds FAS 44 —
“Accounting for Intangible Assets of Motor Carriers” — and amends
FAS 13 — “Accounting for Leases™ to eliminate an inconsistency
between the required accounting for sale-leaseback transactions.
FAS 145 also amends other existing authoritative pronouncements
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to make various technical corrections, clarify meanings, or describe
their applicability under changed conditions. FAS 145 is effective for
fiscal years beginning after May 15, 2002 and to certain transactions
occurring after that date. The Company adopted FAS 145
prospectively on May {5, 2002. The adoption of this standard

did not have a material effect on the Company’s consolidated
financial statements.

In July 2002, the FASB issued Financial Accounting Standards No.
146 (“FAS 146”) — “Accounting for Costs Associated with Exit or
Disposal Activities”. This Statement addresses financial accounting
and reporting for costs associated with exit or disposal activities and
nullifies Emerging Issues Task Force (EITF) issue No. 94-3 —
“Liability Recognition for Certain Employee Termination Benefits
and Other Costs to Exit an Activity (including certain costs incurred
in a restructuring)”’. FAS 146 requires that a liability for a cost
associated with an exit or disposal activity be recognized when the
liability is incurred. Under EITF 94-3, a liability for an exit cost was
recognized at the date of the entity’s commitment to the exit plan.
FAS 146 is effective for fiscal years beginning after December 31,
2002, with early application encouraged. The Company is in the
process of assessing the impact of adopting FAS 146.

Pervasiveness of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles in the United States requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, related revenues and
expenses, and disclosure of gain and loss contingencies at the

date of the financial statements. Actual results could differ from
those estimates.

Note 2 Gain (Loss) on Disposal of
Subsidiary Companies

During the fourth quarter of fiscal year 2001, the Company sold its
former subsidiary in Australia and recorded a gain of $4,101,000.
The consolidated statements of operations and cash flows for the
fiscal years ended June 30, 2001 and 2000 include the results of the
Australian subsidiary.

The gain on disposal reported in the fiscal year 2001 was based on
management’s calculation of certain adjustments to be paid following
completion of the sale. The purchaser has advised the Company that
it disagrees with management’ calculation of those adjustments and
has commenced legal action in support of its claim. Management
believes that its calculation of the adjustments is appropriate and

that there are strong arguments against the position adopted by the
purchaser. The Company is in the process of vigorously defending its
position. Should the purchaser prevail in this dispute, the Company
would have an additional liability of approximately $2,000,000.

Under the terms of the sale agreement, during the nine-month period
following the sale, which ended January 31, 2002, the Company
indemnified the purchaser against any inaccuracies in the financial
statements of the former Australian subsidiary as of the date of sale.
Except as noted above, no claims were made under this indernnity
within the prescribed time period. Layered on top of this indemnity
is a two-year indemnity covering tax matters only which expires
April 30, 2003. This indemnity has a limit of A$4,000,000
(approximately $2,000,000). To date, no claims have been made
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under this tax indemnity. In addition, the Company indemnified

the purchaser against termination costs with respect to certain
employees. One claim has been received under this indemnity for an
amount of approximately $60,000. The time for making additional
claims under this indemnity has now expired.

United States federal tax and Australian withholding tax on the
sale were approximately $600,000. Management believes there are
authoritative arguments in support of the position that this transaction
is exempt from Australian capital gains tax by virtue of the tax
treaty between the United States and Australia, and, accordingly,
no Australian tax was recorded with respect to the sale. However,
there can be no assurance that the Australian tax authorities will
not challenge this position. If Australian tax were to apply to the
gain on sale, the Company would have an additional liability

of approximately $7,000,000, which the Company would
vigorously dispute.

During the fourth quarter of fiscal year 2002, the Company re-
evaluated the collectability of certain claims relating to one of its
divested businesses and recorded a charge of $217,000.

Note 3 Restructuring Charge

During the first quarter of fiscal year 2002, the Company recorded
a restructuring charge of $2,703,000, representing the cost of
restructuring the Company’s Board of Directors and streamlining
the Company’s Corporate Office and integrating it with InterTAN’s
operating subsidiary, InterTAN Canada Ltd.

During the fourth quarter of fiscal year 2002, the Company
announced a further restructuring of its merchandising and
marketing groups to streamline the decision making process and to
optimize responsiveness. In connection with this restructuring, the
Company recorded a charge of $209,000 during the fourth quarter.

The following is a summary of activity within the restructuring
reserve during fiscal year 2002:

Balance Balance
June 30 Provision June 30
(US. doflars in thousands) 200! Recorded  Paid 2002
Professional fees and
related expenses $ - $ 7 $ 7 % -
Retirement, severance
and other
compensation costs - 2,790 1,023 1,767
Other charges - 15 15 -
$ - $2912 $1,145  $1,767

In conjunction with the first quarter restructuring, the Company also
expensed costs aggregating $510,000 incurred in connection with
the study of various alternatives to enhance shareholder value. This
amount has been included in selling, general and administrative
expenses.

In conjunction with the fourth quarter restructuring, the Company
also recorded an inventory charge of $3,500,000 designed to expedite
the acceleration of the Company’s transition towards a merchandise
strategy focused on higher growth, primarily digital products. This
inventory adjustment was charged to cost of products sold.
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Note 4 Bank Debt

In December, 1997, the Company entered into a three-year revolving
credit facility, currently in an amount not to exceed C$67,000,000
(approximately $44,200,000 at June 30, 2002 exchange rates). This
facility was to have matured on December 22, 2000, but was
extended to March 22, 2001 and, subsequently to May 4, 2001.

On May 4, 2001, InterTAN Canada Ltd. and InterTAN, Inc.

entered into a new revolving credit facility (the “Revolving Loan
Agreement”) with the previous lender in an amount not to exceed
C$75,000,000 (approximately $49,500,000 at June 30, 2002
exchange rates). The Revolving Loan Agreement matures March 22,
2003. The amount of credit actually available at any particular time
is dependent on a variety of factors, including the level of eligible
inventories and accounts receivable of InterTAN Canada Ltd. The
amount of available credit is then reduced by the amount of trade
accounts payable then outstanding as well as certain other reserves.
A loan origination fee of C$37,500 (approximately $25,000 at June
30, 2002 exchange rates) was payable on closing. A further payment
of C$37,500 was made on March 22, 2002. Borrowing rates under
the facility range from prime to prime plus 0.75% based on the
Company’s quarterly performance against predetermined EBITDA
to fixed charge ratios. Using the same criteria, the Company may
borrow at bankers’ acceptance and LIBOR rates plus from 0.75% to
2.0%. Letters of credit will be charged at rates ranging from 0.75%
per annum to 2.0% per annum, using the same performance criteria.
In addition, a standby fee of 0.65% is payable on the unused portion
of the credit facility. The Revolving Loan Agreement is collateralized
by a first priority lien over all of the assets of InterTAN Canada Ltd.
and is guaranteed by InterTAN, Inc. This facility is used primarily
to finance seasonal inventory build up and, from time to time, to
provide letters of credit in support of purchase orders. At June 30,
2002, there were no borrowings against the Revolving Loan
Agreement and C$15,000 (approximately $10,000 at June 30, 2002
exchange rates) was committed in support of letters of credit. There
was C$43,428,100 (approximately $28,632,000 at June 30, 2002
exchange rates) of credit available for use at June 30, 2002 under
this facility.

The Company’s Australian subsidiary had entered into a credit
agreement with an Australian bank. This agreement established a
credit facility in the amount of A$12,000,000 (approximately
$6,100,000 at June 30, 2001 exchange rates). This facility was
cancelled on the closing of the sale of InterTAN Australia Ltd. in
April 2001.

Note 5 Merchandise and License Agreements
with RadioShack U.S.A.

The Company and RadioShack U.S.A. have entered into a
Merchandise Agreement and a License Agreement. These
agreements permit InterTAN to use the “RadioShack” trade name in
Canada until June 30, 2010. Prior to the sale of its Australian
subsidiary, the Company also had the right to use the “Tandy” trade
name in Australia. The License Agreement may be terminated with
five years’ prior written notice by either party. In the event a change
in control of InterTAN, Inc. or any of its subsidiaries occurs,
RadioShack U.S.A. may revoke the Merchandise Agreement and the
License Agreement. In April, 2001, the Company entered into an
additional agreement with RadioShack U.S.A. (the “Amending
Agreement”). Under the terms of the Amending Agreement,

RadioShack U.S.A. agreed to enter into new license and merchandise
agreements with InterTAN Australia Ltd. following the sale of that
company in consideration of a payment by the Company of
$6,000,000. The Amending Agreement also provides that in the event
the Company subsequently consummates a transaction with a third
party that results in the occurrence of an event of default under the
License Agreement and such third party does not desire to use the
“RadioShack” trade name, trade or service marks in Canada, the
Company shall pay the sum of $22,500,000 to RadioShack US.A. In
consideration therefor, RadioShack agreed that it will terminate the
existing License and Merchandise Agreements as a result of such
event of default only at the request of such third party. RadioShack
U.S.A. further agrees that it will cooperate with the Company and
such third party in effecting a transition by allowing a reasonable
transition period for changing store signage and point-of-sale
materials and the sell-through of existing inventory and merchandise
on order.

In consideration for the rights granted under the License Agreement,
the Company is obliged to pay a royalty of 1.0% of consolidated
sales using or deriving benefit from the use of the service marks or
trade marks licensed under the agreement. During fiscal years 2002,
2001 and 2000, the Company paid RadioShack U.S.A. royalties
totaling $3,643,000, $4,505,000 and $4,561,000 and, respectively.
Pursuant to the terms of the Merchandise Agreement, the Company
is obliged to use RadioShack U.S.A.s export unit, RadioShack
International Procurement Limited Partnership (“RIPLP”), as its
exclusive exporter of products from the Far East through the term of
the Merchandise Agreement. In such connection, the Company must
pay a purchasing agent/exporter fee to RIPLP calculated by adding
0.2% of consolidated sales in excess of $400,000,000 to the base
amount of $532,500 ($710,000 prior to the sale of InterTAN
Australia Ltd.) and deducting from this certain credits the Company
earns by purchasing products from RadioShack U.S.A. and RIPLP.
The Company paid RadioShack U.S.A. fees totaling $473,195,
$554,000 and $671,000 in respect of fiscal years 2002, 2001 and
2000, respectively, under this arrangement. During fiscal year 2002
the Company’s Canadian subsidiary purchased approximately 11%
of its merchandise from RadioShack U.S.A. and RIPLP. During
fiscal years 2001 and 2000 the Company’s Canadian and Australian
subsidiaries combined purchased approximately 14% and 16%,
respectively, of their merchandise from those sources. The
Company’s purchase orders with RIPLP must be supported, based on
a formula set out in the Merchandise Agreement, by letters of credit
issued by banks on behalf of InterTAN, by a surety bond, or backed
by cash deposits. The Company has secured surety bond coverage
from a major insurer in an amount not to exceed $6,000,000.

Note ¢ Treasury Stock Repurchase Program

The Company had completed two previously announced share
repurchase programs by June 30, 2001. Under the two programs
combined, a total of 3,000,000 shares were acquired at an aggregate
cost of $34,162,000. During fiscal year 2002, the Company’s Board
of Directors announced four additional programs under which
management was authorized to purchase, subject to market
conditions, 2,800,000, 2,600,000, 1,200,000 and 1,200,000 shares,
respectively. The first three of these programs were completed during
the year, with 6,600,000 shares acquired at an aggregate cost of
$69,079,000. The average price of stock acquired under these three
plans was $8.27, $11.70 and $12.93 per share, respectively. Under
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the sixth plan, announced June 21, 2002, 616,400 shares were
acquired by June 30, 2002 at an aggregate cost of $6,804,000, an
average of $11.04 per share. Since the Company announced its first
repurchase program in the third quarter of fiscal year 2000, the
Company has purchased 10,216,400 shares, approximately 34% of
the shares outstanding at the inception of the first program, for
aggregate consideration of $110,045,000.

Note 7  Stock Split

On November 30, 1999, the Company’s Board of Directors
announced a three-for-two stock split of InterTAN’s common stock
for stockholders of record at the close of business on December 16,
1999, payable on January 13, 2000. This resulted in the issuance of
10,075,447 shares of common stock, including 1,537 shares held in
treasury. All references made to the number of shares of common
stock issued or outstanding, per share prices and basic and diluted
net income (loss) per common share amounts in the consolidated
financial statements and the accompanying notes have been adjusted
to reflect the split on a retroactive basis. Previously awarded stock
options, restrictive stock awards and certain other agreements
payable in the Company’s common stock have been adjusted or
amended to reflect the split on a retroactive basis.

Note 8 Property and Equipment

Property and equipment at June 30, 2002 and 2001 are summarized
as follows:

(US. dollars in thousands) 2002 2001
l.and $ 260 $ 260
Buildings 4,915 4,922
Equipment, furniture and fixtures 31,469 21,557
Leasehold improvements 22,811 18,720
59,455 45,459
Less accumulated depreciation
and amortization 29,8510 25,642

Year ended june 30
(US. dollars in thousands) 2002 2001 2000
Current expense:
United States $ - $LI19 3 -
Foreign 12,212 18,083 20,146
‘ 12,202 19,202 20,146
Deferred (benefit) expense:
United States - - -
Foreign (38) 8o1) - 36!
Total income tax expense $12,174  $18,401 $ 20,507

The Company’s income tax expense primarily represents Canadian
and, in fiscal years 2000 and 1999, Australian income tax on the
profits earned by its subsidiaries in those countries. As discussed
more fully below, the fiscal year 2001 provision included a special
charge of $700,000 related to the settlement of outstanding issues
with the Canadian and United States authorities as well as a
provision of $581,000 relating to the sale of the Australian
subsidiary. United States tax on the gain on sale was minimal
because of the utilization of loss carryforwards for which the
deferred tax asset had a full valuation allowance.

Components of the difference between income tax expense and the
amount calculated by applying the U.S. statutory rate of 35% to
income before income taxes are as follows:

Year ended June 30
(US. dollars in thousands, except percents) 2002 2001 2000

Components of
pre-tax income (loss):

Property and equipment, net $29,604 $ 19817

Equipment, furniture and fixtures in fiscal year 2002 includes assets
acquired under capital leases with an original capital cost of
$649,000. Also included in fiscal year 2002 are assets under
construction in the amount of $5,974,000 which were not in use at
June 30, 2002.

Note 9 Accrued Expenses

Accrued expenses at June 30, 2002 and 2001 are summarized as
follows:

(U.S. dollars in thousands) 2002 2001
Payroll and bonuses $ 4,917 $ 4.86)
Accrual for equipment,

furniture and fixtures 3,430 205
Sales taxes 3,229 1,642
Other 7,869 6,942

Accrued Expenses $19,445 $ 13,650

Note 10 Income Taxes

The components of the provisions for domestic and foreign income
taxes are shown below:
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United States $(2,177) $4401 $(1,934)

Foreign 27,909 37,527 47561
Income before income taxes 25,742 41,928 45,627
Statutory U.S. tax rate 35% 35% 35%
Federal income tax v

expense at statutory rate 2,010 14,675 15,969

Foreign tax rate differentials 592 1,365 1,767
Provincial income taxes,

less foreign federal

income tax benefit 1,124 1,686 2,097
Book losses for which

no tax benefit

was recognized - - 677
Income tax dispute settlements - 700 -
Adjustment to valuation

allowance for deferred

tax assets 519 (7,988) -
Adjustment to net

operating losses (1,755) - -
Reduction in Canadian

statutory rates 375 1,799 -
Utilization of available

loss carryforwards - 6,122 -
Deemed dividend on

property held in the

United States 1,652 - -
Other, net 657 42 (3)
Total income tax expense $02,074 $18,401 $20,507
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Deferred tax assets are comprised of the following at June 30:

(US. dollars in thousands) 2002 2001
Depreciation $ 519 $ 1,222
Deferred service contracts - 4,008 4,030
Loss carryforwards 23,505 22,978
Other 2,894 2,550
: 30,926 30,780
Valuation allowance (25,972) (25.459)

Deferred tax asset $ 4,954 $ 5321

The net deferred tax asset is
classified as follows:

Current $ 1,374 $ 2,290
Long-term 3,580 3,031
Deferred tax asset $ 4,954 $ 532!

The increase in the valuation allowance of approximately $500,000
primarily relates to the portion of the restructuring charge recorded
during fiscal year 2002 that was not currently deductible for tax
purposes. The Company regularly assesses the future tax benefit
which might be derived from the Company’s deferred tax assets.

In assessing the future benefit which might be derived from these
deferred tax assets, the Company considers its recent operating
history and financial condition.

In the United States, the Company has net operating loss
carryforwards for tax purposes of approximately $54,000,000. These
loss carryforwards will expire between 2012 and 2020. In Canada,
the Company has a net capital loss carryforward from the sale of

its Australian and United Kingdom subsidiaries of approximately
$14,500,000. These losses may be carried forward indefinitely, but
may only be applied against capital gains.

During fiscal year 1999, the Company reached an agreement with
the Canadian tax authorities relating to the settlement of a dispute
regarding the 1990 to 1993 taxation years. While the amount in
dispute has been agreed, a settlement agreement has been executed
and substantial payments made, the Company has not yet been fully
reassessed and, accordingly, this amount has not been paid in full.

Late in fiscal year 2001, the Company reached an agreement with
both the Canadian and United States tax authorities, settling
substantially all of its remaining outstanding tax issues and recorded
an additional provision of $700,000. A payment of $3,879,000 was
made during the fourth quarter of fiscal year 2002 in full satisfaction
of the matters agreed with the United States tax authorities. Although
agreement in principle has been reached on the remaining Canadian
issues, final statements summarizing amounts owing have not been
received. Because of the age of these issues and the terms of the
settlements, there are complex interest computations to be made.
Accordingly while substantial payments have been made, it is not
practical for management to determine with precision the exact
remaining liability associated with these matters. Management
estimates that the liability to settle all outstanding Canadian tax
issues, including the matter described in the paragraph immediately
above, is approximately $11,000,000 to $13,000,000. Management
further believes that it has a provision recorded sufficient to pay the
estimated liability resulting from these issues; however, the amount
ultimately paid could differ from management’s estimate.
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The Company has one remaining issue in dispute with the Internal
Revenue Service (“IRS”) in the United States. The Company
disagrees with the position of the IRS on this issue and, on the
advice of legal counsel, believes it has meritorious arguments in its
defense and is in the process of vigorously defending its position. It
is management’s determination that no additional provision need be
recorded for this matter. However, should the IRS prevail in its
position, the Company could potentially have an additional liability
of $2,100,000.

Note 11 Commitments and Contingencies

The Company leases virtually all of its retail space under operating
leases with terms ranging from one to fifteen years. Leases are
normally based on a minimum rent plus a percentage of store sales
in excess of a stipulated base. The remainder of InterTAN’s store
leases generally provide for fixed monthly rent adjusted periodically
using inflation indices and rent reviews.

In the years 2002, 2001 and 2000, minimum rents, including
immaterial contingent rents and sublease rental income, were
$13,585,000, $20,293,000 and $20,172,000, respectively. Future
minimum rent commitments at June 30, 2002 for all long-term
non-cancellable leases (net of immaterial sublease rent income)
are as follows:

(U.S. doflars in thousands)

2003 $11,670
2004 10,481
2005 9,348
2006 8,480
2007 7,540

2008 and thereafter 25,770

The Company leases its automobile fleet under capital leases with
terms of up to five years. The Company guarantees the residual value
of the automobiles at the end of the lease or in the event of the early
termination of the contract. The following is a schedule, by year, of
the future minimum obligations under these capital leases, together
with the balance of the obligation at June 30, 2002:

(U.S. doflars in thousands)
2003 $ 176
2004 170
2005 147
2006 76
2007 14
Total minimum lease payment 583
Less imputed interest (35)
Balance of the obligation June 30, 2002 548
Less current portion (164)
Non-current portion $ 384

Interest is calculated monthly at the lessor’s cost to issue one-month
commercial paper plus 40 basis points. Interest in the above schedule
was calculated at 3.55%, the rate in effect at June 30, 2002.

In connection with the sale of its former United Kingdom subsidiary
during fiscal year 1999, the Company remains contingently liable as
guarantor of certain leases of InterTAN UK. Limited. At June 30,
2002 the remaining lease obligation assumed by the purchaser and
guaranteed by the Company was approximately $17,000,000 and the
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average remaining life of such leases was approximately 5 years.
No claims have been received from landlords in respect of this
obligation. If the purchaser were to default on the lease obligations,
management believes the Company could reduce the exposure
through assignment, subletting and other means. The Company has
obtained an indemnity from the purchaser for an amount equal to
management’s best estimate of the Company’s potential exposure
under these guarantees. At June 30, 2002, the amount of this
indemnity was approximately $7,700,000. The amount of this
indemnity declines over time as the Company’s risk diminishes.

During fiscal year 2002, the Company entered into a contract under
. which it is obligated to spend approximately $26,000,000 in
advertising over a five-year period. At June 30, 2002, the remaining
commitment under this contract was approximately $20,500,000.

Apart from the matters described above and in Notes 2 and 10, there
are no pending legal proceedings or claims other than non-material
routine litigation incidental to the Company’s business to which the
Company or any of its subsidiaries is a party or to which any of their
property is subject.

Note 12 Financial Instruments

Other than debt instruments, management believes that the book
value of the Company’s financial instruments recorded on the
balance sheet approximates their estimated fair value based on their
nature and generally short maturity; such instruments include cash
and short-term investments, accounts receivable and obligation under
capital leases — current portion. The Company had no long-term
debt instruments outstanding at June 30, 2001. At June 30, 2002, the
Company had long-term debt instruments outstanding in the amount
of $384,000. The carrying value of these obligations approximated
their fair value.

The Company enters into foreign exchange contracts to hedge
against exchange rate fluctuations on certain debts, payables and
open inventory purchase orders denominated in currencies other than
the functional currency of the issuing entity. All foreign exchange
contracts are written with major international financial institutions.
Except for the opportunity cost of future currency values being more
favorable than anticipated, the Company’s risk in those transactions is
limited to the cost of replacing the contracts at current market rates
in the event of non-performance by the counterparties. The Company
believes its risk of counterparty non-performance is remote, and any
losses incurred would not be material. At June 30, 2002 and 2001,
the Company had approximately $2,000,000 and $1,000,000,
respectively, of foreign exchange contracts outstanding with a market
value of approximately $2,000,000 and $1,000,000, respectively.
Maturity on these contracts outstanding at June 30, 2002 was less
than 30 days from fiscal year-end. These contracts were designated
as hedges against known future commitments.

Note 13 Employee Benefit Plans

The Company’s existing Stock Purchase Plan was available to most
employees. Each participant may contribute from 1% to 10% of
annual compensation. The Company matches from 40% to 80%

of the employee’s contribution depending on the length of the
employee’s participation in the program. Shares are provided to

the plan either by periodic purchases on the open market or by the
Company issuing new shares. Membership in this plan was frozen
effective June 30, 2002. Existing members were grandfathered.

44

Under the InterTAN Canada Ltd. Employee Savings Plan (the -
“Savings Plan”), a participating employee may contribute 5% of
annual compensation into the plan. The Company matches 80%

of the employee’s contribution. An employee may also elect to
contribute an additional 5% of annual compensation to the plan,
which is not matched by the employer. The Company’s contributions
are fully vested at the end of each calendar quarter. An
Administrative Committee appointed by the Company’s Board of
Directors directs the investment of the plan’s assets, a significant
portion of which are invested in InterTAN, Inc. common stock. The
Savings Plan was terminated effective June 30, 2002. Plan assets will
be distributed to members during the first quarter of fiscal year 2003.

The InterTAN, Inc. Group Registered Retirement Savings Plan is
available to all employees of InterTAN, Inc. who have completed at
least 60 days of service. Eligible employees may contribute up to
4% of their salary to a maximum of one-half of the maximum
annual contribution allowable under Canadian law (currently
C$6,750 or approximately $4,500). The Company matches the
employee’s contribution.

Effective July 1, 2002, the Company amended its Stock Purchase
Plan. All employees who hold the position of manager or higher for a
period of at least 18 months may now contribute up to 8% of annual
compensation, which contribution is matched dollar for dollar by the
Company. Shares of InterTAN, Inc. common stock are provided to
the plan either by periodic purchases on the open market or by the
Company issuing new shares.

Also efffective July 1, 2002, the InterTAN Canada Group Registered
Retirement Savings Plan was created. Full time and qualifying part
time employees with at least 12 months service may join the plan
and contribute up to 3% of annual compensation. Employee
contributions are matched dollar for dollar by the Company. Both
employee and employer contributions are invested in a broad range
of investment options. After membership in the plan for 12 months,
the employee may elect to contribute up to an additional 2% of
compensation to the plan, which contribution is also matched dollar
for dollar by the company. Such additional contributions will be
invested in a unitized stock fund investing in InterTAN, Inc. common
stock. Any member of the existing Stock Purchase Plan who joins
the Group Registered Retirement Savings Plan must withdraw from
the Stock Purchase Plan, in which case the 12 month qualifying
periods described above are waived.

The aggregate cost of these plaﬁs, included in other selling, general
and administration expenses, was $1,337,000, $1,382,000, and
$1,498,000 in 2002, 2001 and 2000, respectively.

Note 14 Stock Option Plans

In 1986 and 1996, the Company adopted employee stock option
plans (the “1986 Stock Option Plan” and the “1996 Stock Option
Plan”) under which the Organization and Compensation Committee
of the Board of Directors may grant options to key management
employees to purchase up to an aggregate of 1,200,000 and
2,250,000 shares, respectively, of the Company’s common stock.
Incentive options granted under these plans are exercisable on a
cumulative basis equal to one-third for each year outstanding; unless
otherwise specified by the Committee, non-statutory options issued
under the plans are exercisable on a cumulative basis equal to 20%
for each year outstanding. Upon death or disability of an optionee,
all options then held become immediately exercisable for one year,
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and upon retirement, at age 50 or older, the Committee may
accelerate the dates at which the outstanding options may be
exercised. Options under these plans generally expire ten years
after the date of grant. The exercise price of the options granted is
determined by the Committee, but cannot be less than 100% of
the market price of the common stock at the date of grant.

At June 30, 2002, options to purchase 12,000 shares were
outstanding under the 1986 Stock Option Plan. While options
outstanding under this plan will remain in force until they are
exercised, cancelled or expire, no further options may be granted. At
June 30, 2002, options to purchase 806,496 shares were outstanding
under the 1996 Stock Option Plan and 576,238 options were
available for future grant. During fiscal year 2001, the Company
accelerated the vesting of approximately 138,000 options held by
senior employees of InterTAN Australia Ltd. and recorded
compensation expense of $556,000.

In 1991, the Company adopted the Non-Employee Director Stock
Option Plan (the “1991 Director Plan”) under which each non-
employee director was granted an option, exercisable immediately,
to purchase 37,500 shares of the Company’s common stock. Upon
election, all new non-employee directors are granted an option to
purchase 37,500 shares of the Company’s common stock. Options
granted under the 1991 Director Plan are exercisable at a price equal
to 100% of the market price of the common stock at the date of
grant. The options generally expire ten years after the date of grant
unless the optionee ceases to be a non-employee director, in which
case the options expire one year after the date of cessation. Common
stock issued under the 1991 Director Plan cannot exceed 300,000
shares. At June 30, 2002, options to purchase 112,500 shares were
outstanding under the 1991 Director Plan and 37,500 options were
available for future grant.

In June, 1999, the Company adopted a plan which would grant
additional options to purchase common stock to each non-employee
director (such options are collectively referred to as “the 1999
Director Plan”). Under the 1999 Director Plan, each non-employee
director was granted an option to purchase 30,000 shares of the
Company’s common stock at an exercise price of $10.50 per share.
Options granted under this plan are exercisable on a cumulative basis

equal to one-fourth per year on the date fixed for the Company’s
annual meeting of stockholders, commencing with the 1999 meeting
which was held in November, 1999. At June 30, 2002 there were
180,000 options outstanding under the 1999 Director Plan. The
options generally expire ten years after the date of grant unless the
optionee ceases to be a non-employee director, in which case the
options expire one year after the date of cessation. Under this plan,
the Company will recognize total compensation expense of
$910,000. Of this amount, $256,000, $227,000 and $370,000 was
recognized during fiscal years 2002, 2001 and 2000, respectively.
The balance will be recognized in fiscal year 2003. Approximately
$102,000 of the fiscal year 2002 amount was included in the
restructuring charge recorded during the first quarter.

In June, 1999, the Company granted a total of 56,250 shares of
restricted stock awards to two executive officers and the managing
directors of the Company’s Canadian and Australian subsidiaries. On
the date of grant, the market value of these restricted stock awards
totaled $590,625. These shares vest equally over a three-year period
provided the Company’s consolidated operating income in a
particular year increases by at least 15%. If operating income growth
for a particular year is less than 15% but more than 10%, then one-
fifth of the annual amount will vest for each percentage point of
growth over 10%. If operating income growth for a year is less than
10%, the restricted stock for that year will not vest. However, if
cumulative compounded annual consolidated operating income
grows by 15% per annum over the three-year period, then any
restricted stock not previously vested will vest in its entirety.
Compensation expense of $220,000 relating to these restricted stock
awards was recorded during fiscal year 2000. No compensation
expense was recognized during fiscal years 2001 and 2002.

The Company has established an incentive stock award plan for
approximately 700 store managers. Under this plan, managers who
achieved certain profit improvement targets in their respective stores
during fiscal years 2000 and 2001 each received up to 150 shares of
the Company’s common stock. Compensation expense of $100,000
and $239,000 relating to this plan was recognized during fiscal years
2001 and 2000, respectively. No such plan was in effect during fiscal
year 2002,

A summary of transactions relating to the stock plans is summarized in the following tables:

Summary of Stock Option Transactions

2002 2001 2000

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise

Options Price Options Price Options Price
Outstanding at beginning of year 1,532,445 $ 7.22 1,998,705 $ 674 1985024 § 5.3
Granted 264,222 $ 8.1 33,498 $ 1087 470875 % 11.09
Exercised (598,420) $ 6.08 (445824) $ 5.7 (449,549) $ 4.14
Forfeited (87,251) $ 9.79 (53,934) $ 878 (7.645) $ 732
Outstanding at end of year 1,110,296 $ 7.84 1,532,445 $ 722 1,998,705 $ 6.74
Exercisable at end of year 789,891 $ 7.37 1,148,423 $ 646 1,085080 $ 5.18
Weighted average fair value of
options granted during the year' $ 5.21 $ 673 $ 7.1

I The fair value of each option granted for each year was estimated using the Black-Scholes option pricing model, as more fully described below.
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Fixed Price Stock Options

Options Weighted Weighted Options WVeighted

Qutstanding Average Average Exercisable Average

Range of Exercise at Remaining Exercise at . Exercise
Prices June 30, 2002 Life (years) Price June 30, 2002 Price

$2.48 37,500 5.00 $ 248 37,500 $ 248

$3.54 - $3.96 285,500 5.77 $ 368 285,500 $ 368

$4.00 — $5.42 62,250 2.84 $ 48 62,250 $ 483

$7.10 — $8.95 205,622 9.22 $ 78l - $ -

$1044 - $11.95 500,024 5.93 $ 1093 404,641 $ 108l

1,110,996 6.32 $ 784 789,891 $ 737

As discussed in Note 1, the Company measures the expense
associated with stock-based compensation using the intrinsic value
method. Accordingly, because the exercise price of the stock options
granted is equal to the market price of the common stock on the date
of grant, except for the 1999 Director Plan as noted above, no
compensation expense has been recognized upon the grant of stock

options during fiscal years 2002, 2001 and 2000. Had the Company
adopted the fair value method of recognizing stock-based
compensation, the estimated fair value of the options granted would
have been amortized to compensation expense over the vesting
period. Pro forma information is presented below as if the Company
had adopted the fair value method.

2002 2001 2000

(US. dollars in thousands, except As Pro As Pro As Pro
per share amounts) Reported Forma Reported Forma Reported Forma
Net income $ 13,568 $ 12,247 $ 23,527 $ 21,812 $ 25,120 $23,109
Basic net income '

per average common share $ 054 $ 049 $ 084 $ 078 $ 085 $ 078
Diluted net income per

average common share $ 0.53 $ 048 $ 082 $ 076 $ 086 $ 0.76

For purposes of the pro forma information above, the fair value of
each option granted for each year was estimated using the Black-
Scholes option pricing model with the following weighted average
assumptions for fiscal years 2002, 2001 and 2000, respectively:
expected volatility of 59.6%, 54.1% and 56.6%; risk free interest
rates of 4.4%, 5.6% and 6.3%; and expected lives of seven years
for all three years and expected dividend yields of nil percent for
all three years.

The above pro forma information is not indicative of future amounts
as the pro forma amounts do not include the impact of stock options
granted prior to fiscal year 1996 and additional awards are
anticipated in the future.

Note 15 Preferred Stock Purchase Rights

Effective September 20, 1999, the Board of Directors adopted a
shareholder rights plan. Pursuant to the terms of this new plan, the
Company declared a dividend of one right (“Right™) on each share
of Common Stock of the Company. Each Right entitles the holder

to purchase one one-hundredth of a share of Series A Junior
Participating Preferred Stock, no par value per share, of the
Company at an exercise price of $56.67. The Rights are not currently
exercisable and will become exercisable ten days after a person or
group acquires beneficial ownership of 15% or more of the
Company’s outstanding common stock or announces a tender offer or
exchange offer the consummation of which would result in beneficial
ownership by a person or group of 15% or more of the outstanding
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common stock. The Rights are subject to redemption by the
Company for $0.01 per Right at any time prior to the tenth day after
the first public announcement of the acquisition by a person or group
of beneficial ownership of 15% or more of the Company’s common
stock. In addition, the Board of Directors is authorized to amend the
Rights plan at any time before the Rights become exercisable.

If a person or group acquires beneficial ownership of 15% or more
of the Company’s Common Stock and the Rights are then
exercisable, each Right will entitle its holder (other than such person
or members of such group) to purchase, at the Right’s then current
exercise price, a number of the Company’s shares of Common Stock
having a market value of twice such price. In addition, if InterTAN is
acquired in a merger or other business combination transaction after
a person has acquired beneficial ownership of 15% or more of the
Company’s Common Stock and the Rights are then exercisable, each
Right will entitle its holder to purchase, at the Right’s then current
exercise price, a number of the acquiring company’s shares of
common stock having a market value of twice such price. Following
the acquisition by a person or group of beneficial ownership of 15%
or more of the Company’s Common Stock and prior to an acquisition
of beneficial ownership of 50% or more of the Company’s Common
Stock, the Board of Directors may exchange the Rights (other than
Rights owned by such person or group, which will have become null
and non-transferrable), in whole or in part, at an exchange ratio of
one share of Common Stock (or one one-hundredth of a share of
Preferred Stock) per Right. The Rights under this plan will expire on
September 20, 2009.
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Note 16 Battery Plus Acquisition

In April 2002, the Company completed the acquisition of selected with its Corporate Headquarters also treated as a separate business
assets of Battery Plus, a retailer of batteries and specialty consumer unit. Following the sale of the Company’s former subsidiary in
electronic products, including 42 retail locations. The costs of the Australia during the fourth quarter of fiscal year 2001, the Company
| assets acquired was approximately $3,000,000, which included undertook a restructuring program to streamline its operations and
I inventory valued at approximately $1,800,000. This acquisition integrate its former Corporate Headquarters with its Canadian
did not have a material effect on the Company’s financial position, subsidiary. Accordingly, the Company now has only one business
results of operations or cash flows. segment, referred to herein as “Canada”, the “Canadian subsidiary”
. . or “RadioShack Canada”. Transactions between segments during
Note 17 Segment Reporting Disclosures prior periods were not common and were not material to the

, The Company was traditionally managed along geographic lines, segment information,

Summarized in the table below are the net sales and operating revenues, depreciation and amortization, operating income (loss), assets and
capital expenditures for the Company’s reportable segments for the fiscal years ended June 30, 2002, 2001 and 2000:

Year ended June 30

(US doflars, in thousands) 2002 2001 2000
Net sales and operating revenues:
Canada $ 393,809 $ 382353 $ 364,163
Australia - 86,403 120,055
$ 393,809 $ 468,756 $ 484218
Depreciation and amortization:
Canada $ 5,674 $ 5,029 $ 4,468
Australia - 1,246° 1,445
Corporate Headquarters -! 82 90
$ 5,674 3 6,357 $ 6,003
Operating income (loss):
Canada $ 24,660 $ 41,503 $ 42526
Australia - 4,087° 6,778
Corporate Headquarters expenses = (4,173) (5,299)
Operating income 24,660 41,417 44,005
Foreign currency transaction gains (losses) 4] (353) (209)
Interest income 1,444 1,737 2,418
Interest expense (403) (873) (587)
Income before income taxes $ 25,742 $ 41,928 $ 45627
Assets: ’
Canada $ 145,102 $ 163,016 $ 155071
Australia - -? 50,245
Corporate Headquarters -! 52,514 2,760
$ 145,002 $ 215530 $ 208,076
Capital expenditures:
Canada $ 14,550 $ 10,258 $ 6,833
Australia - 2,626° 2,821
Corporate Headquarters =! 7 37
$ 14,550 $ 12,891 $ 9,691

I During fiscal year 2002, the Company's former Corporate Headquarters unit was integrated with its Canadian subsidiary.
2 jncludes a charge of $217,000 relating to one of the Company's divested operations.

3 The Company sold its Australian subsidiary as of April 30, 2001 and recognized a gain of $4,101,000. Accordingly, the Company's 2001 results in Australia reflect ten months
of operation and the gain on sale.
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Note 18 Quarterly Data (Unaudited)

Quarter ended
September 30
(In thousands, in US. dollars, except per share data) 2001 2000
Net sales and operating revenues - $ 90,385 $ 119,951
Other income (expense) 01 59
90,376 120,010

Operating costs and expenses:

Cost of products sold 54,862 72,202

Selling, general and administrative expenses 28,212 - 36,879

Depreciation and amortization 1,349 1,592

(Gain) loss on disposal of Australian subsidiary - -

Restructuring charges 2,703 -

87,126 110,673

Operating income (loss) 3,250 9,337
Foreign currency transaction (gains) losses ‘ 139 (126)
Interest income 726 434
Interest expense (1o4) (124)
Income (loss) before income taxes 4,001 9,521
Provision for (recovery of) income taxes 2,155 4,196
Net income (loss) . $ 1,856 $ 5,325
Basic net income (loss) per average common share $ 0.07 $ 0.19
Diluted net income (loss) per average common share $ 0.07 $ 0.18
Average common shares outstanding 27,835 28,032
Average common shares outstanding assuming dilution . 28,308 28,950
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Quarter ended Quarter ended Quarter ended
December 31 7 March 31 June 30
2001 2000 2002 2001 2002 20014

| $ 135,831 $ 164,050 $ 82,678 $ 103,526 $ 84,935 - $ 81,229
{13 32 [ 18 (&) 29
135,818 164,082 82,679 103,544 T 84,929 81,258
82,894 99,899 49,662 60,646 55,963 48,206
32,715 44,036 27,063 34,848 28,968 28,505
1,395 1,629 1,388 1,661 1,542 1,475
- - - - 207 (4,101)

- - - - 209 -

107,004 145,564 78,013 97.155 86,899 74,085
18,814 18,518 4,566 6,389 (1,970) 7,173
156 (126) (33) (16) (2210) (85)

309 195 ‘ 266 288 143 820

(96) (527) (102) (80) ‘ (ren) (142)
19,183 18,060 4,697 6,581 O (2,149) 7,766
8,325 7,896 2,294 3,176 (600) 3,133

$ 10,858 $ 10,164 $ 2,403 $ 3,405 $  (1,549) $ 4633
$ 0.42 $ 0.37 $ o.00 $ 0.12 $ (0.07) $ 0.17
$ 0.42 $ 0.36 $ 0.10 $ 0.12 $ (0.07) $ 0.16
25,651 27,744 24,175 27,939 22,876 28,033
26,097 28,403 24,670 28,559 22,876 28,742
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Report of
Independent Accountants

To the Board of Directors and Stockholders of InterTAN, Inc,

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, stockholders’ equity and
cash flows present fairly, in all material respects, the financial position of InterTAN, Inc. and its subsidiaries at June 30, 2002, and 2001, and
the results of their operations and their cash flows for each of the three years in the period ended June 30, 2002, in conformity with generally
accepted accounting principles in the United States of America. These financial statements are the responsibility of the Company’s
management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these
statements in accordance with generally accepted auditing standards in the United States of America, which require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

)

Ve,

Toronto, Canada
August 26, 2002

Market For

The Registrant’s Common Equity Related Stockholders’® Matters

The principal United States market in which InterTAN’s
common stock trades is the New York Stock Exchange. The
common stock also trades in Canada on the Toronto Stock
Exchange.

The high and low closing prices in U.S. dollars of InterTAN’s
common stock on the New York Stock Exchange for each full
quarterly period within the two most recent fiscal years is as set
out below:

Quarter ended Higth Low

June 2002 $ 13.50 $ 10.99
March 2002 12.60 11.35
December 2001 12.90 7.90
September 2001 13.42 6.40
June 2001 14.45 i2.01
March 2001 13.56 8.13
December 2000 12.81 8.00
September 2000 15.31 10.81

50

As of August 30, 2002 there were approximately 9,200 record
shareholders of InterTAN’s common stock. This number excludes
shareholders holding stock under nominee security position listing.

InterTAN has never declared cash dividends. Based upon InterTAN’s
long-term growth opportunities, in the opinion of management, the
stockholders are best served by reinvesting all profits.




Shareholder and
Corporate Information

2002 Annual Meeting of Shareholders
Friday, November 8, 2002, 10:00 am., local time
InterTAN, Inc. Corporate Headquarters

279 Bayview Drive, Barrie, Ontario, Canada

Stock Exchange Listings
InterTAN's common stock is listed and trades on the New York
Stock Exchange under the symbol “ITN and on the Toronto
Stock Exchange under the symbol “ITA”.

Corporate Headguarters and
Operating Company Office

InterTAN, Inc.,

279 Bayview Drive,

Barrie, Ontario, Canada,

L4AM 4W5

Telephone (705) 728-6242; Fax (705) 728-2012

Transfer Agent and Registrar for Commeon Stock
Shareholders should address inquiries regarding share balances,
change of name or address, lost certificates or other matters to:
Equiserve Trust Company N.A.,

Post Office Box 43015,

Providence, R1 02940

Telephone (800) 733-5001

Internet address: http://www.equiserve.com

Auditors
PricewaterhouseCoopers LLP
Toronto, Ontario, Canada

Investor Relations

Shareholders, investment professionals and others with questions
regarding InterTAN's performance and its business, or other
persons desiring copies of the Company's periodic reports filed
with the Securities and Exchange Commission, should direct their
inquiries to:

InterTAN Investor Relations

279 Bayview Drive,

Barrie, Ontario, Canada,

L4M 4W5
or by telephone (705) 728-6242, or by fax (705) 728-2012 or by
email: sharerel@intertan.com
These periodic reports are available free of charge upon request.

Internet Information
Internet users can access information on InterTAN, Inc. and
RadioShack Canada at the following addresses:
http://www.intertan.com
http://www.radioshack.ca




Corporate
Directory

Board of Directors

Ren G. Stegall ?

Chairman of the Board
InterTAN, Inc., Barrie, Ontario
Chief Executive Officer
Arlington Equity Partners, Inc.,
Arlington, Texas

William C. Bousquette
Retired, Senior Vice President and
Chief Financial Officer

Texaco Inc., Purchase, New York

Brian E. Levy
President and Chief Executive Officer
InterTAN, Inc., Barrie, Ontario

W. Darcy McKeough '*
Chairman
McKeough Supply Inc., Chatham, Ontario

James T. Nichols !

Vice Chairman of the Board
InterTAN, Inc., Barrie, Ontario

I Member of Audit Committee

2 Member of Organization and Compensation Committee

Executive Officers of InterTAN, Inc.
and Intertan Canada Lid.

Brian E. Levy
President and Chief Executive Officer

Michael P. Flink
Executive Vice President, Merchandising and Marketing

Jeffrey A. Losch
Senior Vice President, Secretary and General Counsel

James P. Maddox, C.A.
Vice President and Chief Financial Officer

Operating Company Management
of Intertan Canada Ltd.

John W, Adriaanse
Vice President, Support Operations

Ean G. Dacust
Senior Vice President, Sales Channels

Ian J. Hutton
Vice President, Special Projects

Robert A, Kidder
Vice President, Dealer Division

Lyndsay M. Walter
Vice President, Advertising

Margo S. Weeks
Vice President, Management Information Systems

RadioShack and “You've got questions. We've got answers” are registered trademarks of RadioShack Corporation

and used under ficense from RadioShack Corporation.

All other names and marks used herein are the property of their respective owners. The lack of a ®,TM or SM is

not intended to indicate a lack of registration therefor.
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WINNING through CONSISTENCY of EXCELLENCE
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